
BEFORE THE 
PUBLIC UTILITY COMMISSION OF OREGON 

In the Matter of the Application of 
AVISTA CORPORATION 
for an Order authorizing the issuance 
and sale of Debt Securities, 

APPLICATION 
UF-

not to cumulatively exceed, $500,000,000 

) 
) 
) 
) 
) 
) 

Pursuant to ORS 757.405, ORS 757.410(1), ORS 757.415 and OAR 860-27-0030, Avista Corp ("Applicant"), 
hereby applies ("Application") for an order of the Public Utility Commission of Oregon ("Commission") 
authorizing the Applicant from time to time to ( 1) issue and sell or exchange secured debt securities in one or 
more public offerings or private placements in the aggregate principal amount of not more than $500,000,000, 
or (2) issue and sell or exchange unsecured debt securities in one or more public offerings or private 
placements in the aggregate principal amount of not more than $500,000,000, or (3) any combination of (1) 
and (2), not to exceed $500,000,000 cumulatively ("Debt Securities"). The Applicant requests that Debt 
Securities described herein are in addition to the authority granted by the Public Utility Commission of Oregon 
through Order 15-305, entered October 6, 2015, in Docket No. UF 4294, with unused authorization amounting 
to $70,0QO,OOO. 

1. Required information: 

(a) The name and address of the Applicant is Avista Corporation, 1411 East Mission Avenue, 
Spokane WA 99202-2600. 

(b) The Applicant was incorporated in Washington Territory (now the State of Washington) on 
March 15, 1889. The term of incorporation is perpetual. The Applicant is a public utility, which currently 
owns and operates property in Eastern Washington, Northern Idaho, Western Montana, and Central 
and Southwestern Oregon. 

(c) The name and address of the person authorized on behalf of the Applicant to receive 
notices and communications with respect to this Application is Ms. Patrice Gorton, Director of Finance, 
Avista Corporation, 1411 East Mission Avenue, Spokane, Washington, 99202-2600. 

(d) The names and titles of the principal officers of the Applicant, all of whom maintain offices 
at 1411 East Mission Ave, Spokane, Washington, 99202-2600, are as follows: 

Scott L. Morris 
Dennis P. Vermillion 

Mark T. Thies 
Marian M. Durkin 

Jason R. Thackston 
Ryan Krasselt 
James M. Kensok 
Heather Rosentrater 
David J. Meyer 
Kevin Christie 
Ed Schlect 
Patrice K. Gorton 
Don M. Falkner 
Susan Y. Fleming 

Chairman of the Board, President & Chief Executive Officer 
Senior Vice President, Environmental Compliance Officer & 
President of Avista Utilities 
Senior Vice President, Chief Financial Officer, & Treasurer 
Senior Vice President, General Counsel, Chief Compliance Officer & 
Corporate Secretary 
Senior Vice President, Energy Resources 
Vice President, Controller & Principal Accounting Officer 
Vice President, Chief Information Officer & Chief Security Officer 
Vice President, Energy Delivery 
Vice President & Chief Counsel for Regulatory & Governmental Affairs 
Vice President. Customer Solutions 
Vice President & Chief Strategy Officer 
Assistant Treasurer 
Assistant Treasurer 
Assistant Corporate Secretary 

(e) The Applicant is engaged in the generation, transmission, distribution, and sale of electric energy, 
which it as of September 30, 2017, sells at retail to approximately 379,317 residential, commercial, and 
industrial customers in Eastern Washington, Northern Idaho, at wholesale to public utilities, municipalities, and 
others. Its electric properties are operated as a unified system and are interconnected with adjacent electric 



utilities. The electric energy sold by the Applicant is generated In power stations, which it owns in who.le or in 
part, or obtained by purchase or exchange from other utilities and governmental agencies. 

The Applicant is also engaged in the distribution and sale of natural gas, which it as of 
September 30, 2017 sells at retail to approximately 342,761 residential, commercial and industrial 
customers in Eastern Washington, Northern Idaho, and Central & Southwest Oregon. 

(f) The Applicant's capital stock as of September 30, 2017 was as fol lows (Dollars in thousands): 
Stockholders' Equity: 

Avista Corporation Stockholders' Equity: 

Common stock, no par value; 200,000,000 shares authorized; 64,414,572 
shares outstanding 

Accumulated other comprehensive loss 

Retained earnings 

Total Avista Corporation stockholders' equity 

$1 ,077,215 

(7,020) 

600.132 

$1 ,670,327 

None of the capital stock is held as reacquired securities, pledged, held by affiliated corporations, or held in 
any fund, except as noted above. 

The Applicant also has authorized 10,000,000 shares of preferred stock, none of which is issued and 
outstanding. 

(g) The Applicant's long-term debt as September 30, 2017 was as follows: 
Authorized 

{$000s) 
Description 
First Mortgage Bonds 

Secured Medium-Term Notes, Series A $250,000 
5. 70% Series Due 7-1-2037 150,000 
5.45% Series Due 12-1-2019 t1> 150,000 
6.25% Series Due 12-1-2035 150,000 
Series C 250,000 
5.95% Series Due 6-1-2018 (2) 

5.125% Series Due 4-1-2022 t2} 

3.89% Series Due 12-20-2020 (3) 

5.55% Series Due 12-20-2040 (3) 

4.450% Series Due 12-20-2040 (4) 

4.230% Series Due 12-20-2040 (4) 

4. 11 % Series Due 12-15-2044 (4) 

4.37& Series Due 12-1-2045 (5) 

3.54% Series Due 12-1-2051 (5) 

3.91% Series Due 12-1-2047 (5) 

Trust Preferred Notes - Capital II 150,000 

Total Long Term Debt (6 , 7) $ 2,250 QQQ 

C
1l Issued under Docket# UF- 4198 with $150 million authority. 

(2) Issued under Docket# UF- 4246 with $550 million authority. 
(3l Issued under Docket# UF- 4267 with $150 million authority. 
<4> Issued under Docket# UF- 4269 with $450 million authority. 
<
5 > Issued under Docket# UF - 4294 with $300 million authority. 

<6l The Applicant currently holds $11 ,547,000 of these bonds. 

$ 

Outstanding 
{$000s) 

$36,000 
150,000 
90,000 

150,000 
25,000 

250,000 
250,000 

52,000 
35,000 
85,000 
80,000 
60,000 
100,000 
175,000 
90,000 

51.547(5) 

1,679 5~Z 

(
7J On December 15, 2010, $66. 7 million of the City of Forsyth, Montana Pollution Control Revenue Refunding 

Bonds, (Avista Corporation Colstrip Project) due 2032, which had been held by Avista Corp. since 2008, were 
refunded by a new bond issue (Series 2010A). The new bonds were not offered to the public and were purchased 
by Avista Corp. due to market conditions. The Company expects that at a later date, subject to market conditions, 
these bonds will be remarketed to unaffiliated investors. So long as Avista Corp. is the holder of these bonds, 
the bonds will not be reflected as an asset or a liability on Avista Corp.'s Consolidated Balance Sheet. 



On December 15, 2010, $17.0 million of the City of Forsyth , Montana Pollution Control Revenue Refunding 
Bonds, (Avista Corporation Colstrip Project) due 2034, which had been held by Avista Corp. since 2009, were 
refunded by a new bond issue (Serles 20108). The new bonds were not offered to the public and were purchased 
by Avista Corp. due to market conditions. The Company expects that at a later date, subject to market conditions, 
the bonds will be remarketed to unaffiliated investors. So long as Avista Corp. is the holder of these bonds, the 
bonds will not be reflected as an asset or a liability on Avista Corp.'s Consolidated Balance Sheet. 

(h) Full Description of Securities Proposed to be Issued. 

The Applicant proposes to issue Debt Securities, from time to time, in either public offerings or private 
placements, for cash or in exchange for its outstanding securities in the aggregate principal amount of not more 
than $500,000,000. 

(i) Detailed Description of the Proposed Transaction. 

Debt Securities 

The Applicant proposes to offer, issue and sell the Debt Securities for purposes authorized by Jaw, in an 
aggregate principal amount not to exceed $500,000,000, which maturity shall not be less than nine (9) months 
nor more than fifty (50) years from the date of initial authorization and delivery. 

The Debt Securities could be (1) secured or unsecured and (2) with the stated interest rate or rates thereon, 
which may be fixed or floating all of which could be sold in a public offering, in a private offering in accordance 
with Rule 144A under the Securities Act of 1933, as amended, or in a direct private placement, or issued in a 
term loan arrangement with lenders, or issued and delivered in exchange for outstanding debt securities of the 
Company and/or any combination of the foregoing . 

If the Company issues secured debt it would do so by issuing First Mortgage Bonds (FMBs). FMBs have been 
the traditional debt financing vehicle utilized by utilities in the U.S., and are typically offered in public offerings 
but may be privately placed. FMBs constitute a lien under the Mortgage and Deed of Trust, dated as of June 1, 
1939 (the mortgage and deed of trust has been amended and supplemented by various supplemental indentures 
since the inception of the Mortgage and Deed of Trust). This lien acts as collateral for the bondholder and the 
secured debt shou ld have a higher nationally recognized rating agency rating than if the Applicant were to issue 
debt unsecured. This higher credit rating should lead to a lower interest rate at the time of issuance as compared 
to issuing unsecured debt. These Debt Securities could have a fixed or floating interest rate. See Exhibit L for 
secured fixed interest rate spreads. 

If the Company issues unsecured debt, the loan would not be collateralized by any lien on any specific asset of 
the Company. If these Debt Securities are unsecured the creditors have a greater risk of not being able to recover 
their loans made to the Company because they have to wait for the secured creditors to be paid first. Unsecured 
debt should have a lower nationally recognized rating agency rating than if the Applicant were to Issue secured 
debt. Unsecured debt typically has a higher interest rate at the time of issuance as compared to issuing secured 
debt. These Debt Securities could have a fixed or floating interest rate. See Exhibit M for unsecured fixed Interest 
rate spreads. 

If the Company issues Debt Securities with a fixed rate, the interest rate will not change through the life of the 
Debt Securities. 

If the Company issues Debt Securities with a floating interest rate, the interest rate will reset periodically, such 
as daily, weekly, monthly, quarterly, semi-annually or annually. The most common indices used for pricing 
floating-rate Debt Securities are based upon LIBOR, commercial paper and Treasury bills. 

Underwriters or placement agents will be selected from a group of potential candidates. The firm or firms selected 
to be underwriters or placement agents in an offering under this authority will be determined by the Applicant's 
opinion of their ability to assist the Applicant in meeting its objectives for the Debt Securities to be issued. This 
opinion is based upon the level of underwriting or placement fees, their knowledge of the Applicant and its varied 
operations, and their ability to market the Debt Securities to achieve the Applicant's financing and capital 
structure objectives. The Applicant also requests authority to issue Debt Securities without further Commission 
approval to the extent total spreads provided in Exhibit Lor Exhibit M or is issued with an all-in coupon rate not 
exceeding 8.0 percent per annum in order to provide additional flexibility in the event spreads widen when the 
Applicant decides to Issue any Debt. 



(j) Fees to Persons Other than Attorneys & Accountants. 

Other than for technical services, the only fees payable by the Applicant will be fees and expenses to the 
underwriters and agents. Compensation to any underwriter, bank, or agent for their services in connection with 
the issuance of the Debt Securities is not expected to exceed more than 0.875%. The Applicant believes that 
the aforementioned compensation levels to the agents or underwriters are not greater than the usual and 
customary fees prevailing currently in the market. These fees are reasonable given the services provided by the 
agents or underwriters. 

(k) Total Amount and Net Proceeds. 

Estimated Net Proceeds<11 

Gross Proceeds 

Less: Agents/Underwriters 

Compensation 

Proceeds Payable to Applicant 

Less: Other Issuance/Technical Services Expenses (2l(3l 

Net Proceeds 

(1) Assumes the issuance of First Mortgage Bonds. 

Percent of 
Total Total 

$500,000,000 100.00% 

4,375,000 0.875% 
495,625,000 99.125% 

3,125,000 0.62% 

$492,500,000 98.50% 

(2) Estimated Other Issuance/Technical Services Expenses 

Rating agency fees $300,000 to $500,000 
Legal fees 300,000 to 500,000 
Regulatory fees 50,000 to 75,000 
Accounting fees 50,000 to 100,000 
Printing 

50,000 to 75,000 
Miscellaneous expenses 80,000 to 120,000 
Total $830,000 to $1 ,370,000 

(3) Estimated First Mortgage Bonds Issuance Fees and Expenses 

Legal 

Title Insurance 

County Filing Fees and Other 

Total 

$75,000 to $150,000 
80,000 to $240,000 

30,000 to _ _ ....;:$;_1..;;;..00~,-=-oo.:.co=-­

$185,000 to __ ..;..$4,.,.;9..;;.0...;.,0.;..00;_, 

(I) Purposes for which the securities are to be issued: The Applicant may use the proceeds for any 
or all of the following purposes: (1) the Applicant's construction, facility improvement, and maintenance 
programs, (2) retire or exchange one or more outstanding stock, bond, or note issuances, or other evidences 
of indebtedness, (3) to reimburse the treasury for funds previously expended, and (4) for such other 
purposes, as may be permitted by law. To the extent that the Applicant's treasury is reimbursed, the original 
expenditures, or their precedents, were made for purposes described by ORS 757.415(1). To the extent that 



the obligations are discharged or refunded, those obligations or their precedents were used for purposes 
described by ORS 757.415(1). 

(m) Similar applications have or will be filed with the Washington Utilities and Transportation 
Commission and the Idaho Public Utilities Commission, in whose jurisdictions the Applicant also 
operates. 

(n) As a public utility, the Applicant is expected to acquire, construct, improve, and maintain 
sufficient utility facilities to serve its customers adequately and reliably at reasonable cost. The 
proposed issuances are part of program to finance the cost of the Applicant's facilities taking into 
consideration prudent capital ratios, earnings coverage tests, market uncertainties and the relative 
merits of the various types of securities the Applicant could sell or other financing it could arrange. The 
LTIP allows the Applicant to retain its employees and other eligible participants. Accordingly, the 
Applicant believes the requested authority is for a lawful object within the corporate purposes of the 
applicant, is in the public interest, is necessary or appropriate for or consistent with the proper 
performance by the Applicant of service as a utility, and is reasonably necessary or appropriate for 
such purposes. 

(o) Not Applicable 

(p) Not Applicable 

2. Submitted herewith are the following exhibits as required: 

Exhibit A 

Exhibit B 

Exhibit C 

Exhibit D1 

Exhibit E 

Exhibit F 

Exhibit G 

Exhibit H 

Exhibit 11 

Exhibit J1 

Exhibit K1 

Exhibit L 

Exhibit M 

The Applicant's Articles of Incorporation 

The Applicant's Bylaws 

A copy of the resolutions adopted by the Applicant's Board and 
stockholders resolution . 

A copy of mortgage indenture, or other agreement under which it is 
proposed to issue the securities, also a copy of any mortgage, 
indenture, or other agreement securing other funded obligations of the 
Applicant if applicable. 

A balance sheet as of September 30, 2017 

A statement of contingent liabilities as of September 30, 2017 

An income statement for the 9 months ended September 30, 2017 

An analysis of retained earnings for the 9 months ended September 30, 2017 

A copy of the registration statement 

Drafts of transactional documents. 

Copies of the stock certificates, notes, or other evidence of 
indebtedness proposed to be issued 

Secured-Rate Spreads over the Benchmark Treasury Yield 

Unsecured-Rate Spreads over the Benchmark Treasury Yield 

1 Exhibit or supplement to the Exhibit is to be filed as soon as available. 



WHEREFORE, the Applicant respectfully requests the Public Utility Commission of Oregon to enter a written 
order authorizing the proposed offering, issuance and sale by the Applicant issue Debt Securities as fully 
described in Section (h) and Section (i) of this Application. The Applicant requests that the Debt Securities 
described herein, are in addition to the authority approved by the Commission through Order 11-334, entered 
August 26, 2011, in Docket No. UF 4269 and through Order 12-004, entered January 10, 2012, in Docket No. 
UF 4271 (1) and in Docket No. UF 4294 entered October 6, 2015. The Applicant respectfully requests that the 
Commission issue an order by February 28, 2018. 

STATE OF WASHINGTON 
County of Spokane 

AVISTA CORPORATION 

By 
Mark Thies ' 
Senior Vice President, CFO, and Treasurer 

Dated: December 22, 2017 

I, Mark Thies, being duly sworn, depose and say that I am the Treasurer of Avista Corporation, the 
Applicant in the foregoing Application; that I have read said Application, including all Exhibits thereto, and know 
the contents thereof; and that the same are true to the best of owledge and belief. 

Mark Thies 
Senior Vice President, CFO, and Treasurer 

SUBSCRIBED AND SWORN to before me this 
22nd Day of December, 2017 

rJLu k.JL ( 
Notary Public for Washington 

My Commission Expires: ~ ·( ,<j -.Ju I 
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STATE OF WASHINGTON 

Kno\ all men by these pr ents th:lt we ha e this day voluntarily associated ourselves tog, her for 
he putp() of ·onning, and we do hereby onn and agree to be<:om a Corporation, under and by v,rtue 

of the laws of the Territory of Washington, and for such purpose e do hereby c rtify:-

FrRST: That the name of said Corporation is vistB Corporarion. 

SECOND: The objects n purpo es for which the Corpora on is orm are: 

To c.quire, buy, hold. own sell, leas , x hange. di pose of, finance, deal i11 coosl.l'Llct, buitd, equip, 
improve, use, operate, m intain and wo upon: 

( ) Any nd II kinds of plants and syst rns for the manu crure, produ lion, stor.ige, utilization, 
purchase, sale, supply, transmission, distribution or .sposition of I lric energy, narural or 
artificial gas, water or steam, or power prod11ced thereby, or of ice and r frigeration of any and 
every kind; 

{b) Any and alt kinds of telephone, telegraph, radio, irc!css and other systems, facilities and 
d vice:; for th receipt and transmission of sounds nd signals, any and all kinds of interurban, 
city and street railways and bus lines for che trans nation o passengers an or freigh 
transmission lines, systems, appli3J ccs, equipm~m and de ices and tracks, stations, buildings 
and other structure and fa iii tics; 

(c) An and all kinds of orlcs, powe p! rs, m nu strucrures, substations, sy:.tcms, 
tracks, machinery, generru !'11, moto lamps, pole , pipes. ·res, ca.bl s, conduits, apparatus, 
dcvi~ equipment.._ upplies, arti les and er han 1se of every kind pertaining to or in anywise 
connected with the consTrUction, operation or maintenance of telephone, telegraph, radio, 
wirekss and othe sy tcms, fa iHties d d vie for the receipt and transmission of sounds and 
signals, or of interurban, city and treet rail\ ays and bus lines, or in anywi~ conne<:ted with or 
pertainin Q the anuf; tun; producrion, purchase, use, sal , supply, transmission, distribution, 
~gul tion, control or appl-ication of electric energy, narur I or artilicial ga , water. steam, ice. 
refrigeration and po er or an other purpose; 

To a quire, buy, bold, o · n, sell, leas 1 eJ change, ispos of, tra smit, distribute, de I in, use, 
m nufacture, produce, furnish aod supply street and interurban railway and bus service, electric energy, 
natural or 11rtificial gas light, heat, ice. refr"i eration, waler nd team in any form and for any purposes 
whatsoever. and any po er or for e, or nergy in an fonn d for ny purpo t:S h ts r; 

To manufacture, produce, buy or in any other ma ner ncqu·r , nd o sell, furnish, dispose of and 
di tribute st am for heating OT other purposes, and to purchase, lease or otherwise ~uirc, build 
construct, erect, hold, own, improve, enlarge, maintai.n, opera • control, supervise and manage and 10 

s II, lease r otherwise dispose of plants wor s and faci lities, including distribution systems, ma.ins, 
pipes, conduits and meters, nd all oth r n essnry ppar 1us and applian es use or useful or convenien1 
for use in lhe business of manufaclllring, produ ing, sell ing, furnishing, disposing of and distributing 
steam for heating or for any otber purposes; 



RESTATED ARTICLES 
OF INCORPORATION 

OF 

A VISTA CORPORATION 

As Amended and Rcsrntcd May 23, 20 11 



T up and pera1 c n tru ting and ope ating and 1Jther 
c, t:x: h n e, tum o er, d liv<:r nd di)pos · ot such 

d othe is~. and 
of an ind in onnection ilh any or 

To do a \':ncral c nlra 1in business; 

a d ri 

u 
or 

To om,tru c, erect nd 

ine, e plorc. dri ll , hold, n, sell nd di p< e o lrmd!., inlt"re t in 

nd acr.:rs nnd 1. e-0 nd mo blc p operty; 

nJ c n ~ minerals, 
1 oy of the products 

the ~ reg ing m y 

d con y u11 
ilers., mot rs, 

tor ai hi ·. erupl nes. rtictc~ 
cloth, cather goodi.. fur and in · 

p nnitted b · law) at 
ptt.-d )' the holders 

fi . cd h. 11:> · id 



ln any manner l cquire, enj , utilii.c nd o sell r oth rwise di. pos o patenc • copyrights · nd 
lmd<::marks 1md any liccn s or l'Hh r righ1 or in tere. ts I.herein and thcr un er; 

To purchase, cqu1re, old o, n and II or otherwise di pose off n his ·s. conc::ssions, consent·. 
privi\ g :. · nd Ii n es; 

To do any or all thin 
uld do, od in ny p rt f the orld, OJ d s principal, nc 

or ill onjunclion 1.h 1111y other pc 

of\' ingt n, oth ·r stmc • lh • Disu-1c1 
o · lurn rtited n foreign c nlries d 10 ha c one 
or more o I cs out 

nn o: 

(a) rhc umoun1 of c pn I i 1 hicl the orporati n ill beg.in to carry n bu in· . hereun r 
·h, II be Fl l-.. MILLION Fl E HU DRED DO L R! 5, 500). 

(b) fhc ggre ' tc number of sh res of pi1 I toe hich th Corporation sh U h vc uthoril) to 
,s ue is 210,000,0 0 ·h s, i id J inc I 0,000,000 !th res of ref, rrcJ StocJ. with ut a min31 

r par value, issuable in . erie. hereinafter pr vid d, nd 200,0 0,000 sh:ire o Common 
'toe!... without nominal or par aluc. 

(c) A talcment t the pre ercn e , limit.all 11 and I l~e rights of ea h I s o c pital stocl,, of 
the orpora11 n name! , 1..he Preferred I k •ilh u1 nomin.;.il r par v lue and the C mmon 
Stock w11houL n min I or p r value, f the rmllons in the r lati c rights and preferences 

f Lhe f'r fcrred I k insofar the s c arc Fi eJ by th Am ·I s 
d o tJ1e uth rit ·csted in th Board o Directo o h (' rporat,on 10 

3 



c:stablish sc:m:s of Preferred S tock and to fix and detenm ne the vmintions in tht: rdalivc rights 
and pref ercnccs as between s<m es insofar as the same arc not fr-.cd by the$( Articles ot 
Incorporation and as lo "'hich there rnny be variations bet.ween series 1s as follows 

(d) The shares of the Preferred Stock may be divided into and issued in scncs. Each series shall be 
so designated as to distinguish the s hares thereof from the shares of all other series of the 
Preferred Stock and all otl1er class\."S of capital stock of the Corporation To the extent that thc:.c 
Articles of Incorporation shall not have established senes of the Prcforred Stock und iix~-d dl1d 
dctcrmiocd the variations in the relative rights nnd prefe rences ns between s~rics, the Board of 
Directors shall havt: authority, and is hereby expressly vested with authori ty, t('I divide th~ 
Preferred StQ\:k into series and, within the li mita tions set fon h in these Articles ot lncorpornt1on 
and such hmimtions as may be p rovided by law, co fi x and dctcnninc the rcl:u1v1. nghts and 
preferences of any series of the Preferred Stock so estnbltshcd. l:,uch action by the Board of 
Directors shall be expressed in a rcsolurion or resolu1 ion:. adopted by it prior to thr.: issuance of 
shares of each series, which resolution or resolutions shall also set forth the dist inguishing 
designation of the part icular series o r the Preferred Stoel.. established lhcrcb}. Without limittng 
the general ll) of the foregoing, authority is hereby expressl> vcStcd in the Board of Di recto~ so 
to Cix and dc1cnn ine, with respect to Any :series o f the Pre ferred Stock: 

(I) the rate or rates of dividend, if any, which may~ expressed in tenm, of 1t fonnuln or other 
method b~ \\.hich such rate or rotes shall be calculated from 1im\! to time, ilnd the date or 
dates on which dividends may be pay able; 

(2} whether shares ma) be redcemcJ and. if so, the redemption price and the tcnns and 
cond11tons of redt:mpuon; 

(J) the amount payable upon shares in c-vcm of volurnary and anvoluntnry liquidation; 

(4) sinking fu nd provisions, ifan), for the rede mption or purchase of shares; and 

(5) the tenns a nd cond ilions, if any, on which shares may be converted. 

All shares o f the Preferred Stock o f the same series c;holl be identical except that shores of 
lhe same SC:rtt' issued at di fferen t times may vary as to the dates from which d1v1d1:nd:. thereon 
shull be cumulative; and a ll shares of the Preferred Stock, irrespective o f series, shall consurute 
one and the same c lass of stock, shall be of equal rank, and s hall be identical c>..cl.!pt as to the 
dc:s1gnation thereof, the date or dates fro m which dividends 011 shares thereof !>hall be 
cumulative, and the rclauve rights and prcferc-nccs set fonh above in clauses { I ) through (S) of 
this subdivision (d), as to which there mny be variations between different series. Except as 
may be o therwise provided by law, by subdivision U) of this Arttc lc TH IRD, or by the 
resoluuo ns establis hing any series o f Preferred Stock tn accordance with the foregoing 
provisions of this subdivision (d), whenever the written consent, affirma1ivc vote, or other 
action o n the part of the holders of Ille Preferred Stock may be required tbr any purpose, such 
consent, voie o r other action sha ll be take n by the holders o f the P1eferrcd Stock as a single 
c lass 1m..-spectivc of series ond not by di fferent series. 

(e) Out of any funds legally aYailabk for the payment of d ividends, the holders of the Preferred 
Ste.cl. of t:ach ser ies shall be entitled, in prc.:fc rc:ncc to the holden; of the Common Stoel.., to 
n:c:e1ve, but only \\hc.:n and as declared b) the Board of Directors, dividends at the rutc or rates 
lhoo nnd Jct\!rmincd y. ith res-pee! to each series in accordance with these Articles of 
Incorporation, and no more, pa)ablc as herein;1fic.:r provided Such dividends shnJI be cwnulauve 



so 1hnt if for all past dividend periods aud lhe then cunent dividend ~riods dividends :ihaJI not 
have been paid or declared and sci apart for payment on all outstanding shares of eu..:h scrit:~ of 
the Preferred Stock, at the dividend rates fixed and detcnnincd for rhc respective series. the 
deliciency shall be fully paid or declared and sci apart for payment before nn) dividends on the 
Common Stoel,. shall be paid or declared and set apan for payment; provided, however. that 
nothing in this subdivision (e) or elsewhere in these Articles of ln1.:orpora111,.m shall preve111 1he 
simultaneous declaration and paymc::nl of dividends on both the Preferred Stock and the 
Common Stock if there nre sufficient funds legally available 10 pa) all dividend~ concum:ntl) . 
Ot" idcnds on all shares of the Preferred Stock of each series shall be curnulawvc trom th¢ date 
of issuance of shares of such series. If more tha11 one series of 1hc Preferred Stock shall be 
outstanding and if dividends on each series shall not have been paid or declared and set apart for 
payment, al Lhr dividend rate or rates fixed and detennined for such scrit.~. the shares of the 
Preferred Stock of each series sha ll shore nnnbly in the payment of dividends including 
accumulations, if any, in accordance with the sums which would be payable on such sharei. if nil 
dividends were declared and pnid in full. As to all scnes of Preferred Stock, the oividend 
payment dales for regular dividends shall be the fifteenth day of March, June, September and 
December 1n each year, unless Olher dividend payment dates shall have been ll~t:d and 
detennined for any scnes in accordancc with subdh b ion (d) of this Article 1 HIRD, and the 
dividend period 10 respect of which each regular dividend shall be payable in respect of each 
sem.-s shall be the period commencing on the next preceding dividend pn)ment date for such 
seties and ending on the doy next preceding the dividend payrnem date for such dividend. No 
interest, or sum of money in lieu of interest, shnJI be payable in respect of any d1v1dend payment 
or payments which may be in arrears. 

(f) Subject to the limiwtions set forth in paragraph (c) or elsewhere in these Anicles of 
lncorporJtion (and subject to the rights of any class of stock hereafter authoriied), dr.•idends 
may be paid on the Common Stock when nnd as dee lured by the Board of Directors out of any 
funJs legally available for the payment of dividends, and no holder of shares of anv series of the 
Preferred Stock a.s such shall be entitled to share therein. 

(g) In the event of an) v-olunuuy dissolution, liqu1da1ion or winding up of the Corporation, be fore 
an) distribution or payini:tH shall be made 10 the holders of the Common Stock, the holders of 
the ,,referred ~tock of each series then outstanding shall be entitled to receive out of the m·1 
assets of the Corporation availuble for distribuuon to 11s shareholders rhe rcspecti, e amounts per 
share fixed and dctennincd tn accordance with these An'icles of Incorporation to be payable tin 

the shares of such series in the event of voluntary liquidation, anJ no more and m lhe event uf 
any involuntary Jissolu11on, liquidation or winding up of the Corporation, before :my 
distribuuoo or payment shall be mode to the holders of the Common Stock, rhc holders of the 
Preferred Stock of each series then oulstnnding shall be enti tled to receive out of the net as.set'! 
ot the Corporation available for distribution to its shareholders the re.spccri"e amouncs per share 
fL''<ed and dctcnnincd in accordance with 1hese Articles of 1Jlcorponit1on to be payable on the 
share:; of such series in the event of involuncary liquidation, nnd no more If upon any 
dissolution, liquitfation or winding up of tbe Corpormion, whether voluntnry or im oluntary, tht= 
net assets of the Corporotion available for distribution 10 its shareholders shall be msuffic1\:nt to 
pay the holders of ell outstanding shares of Preferred Stock of ell series the full amot.tnt!> to 
which they shall be respectively entitled as aforesaid. the entire net as:;cts of the Corporation 
ava_ilnblc for d1s1ributton c:hall be d1srributed ratably to the holders of all outstanding :.hare~ of 
Preferred Stock of all series in proponion to the amounts to winch lhey shall be respecuvcly so 
entitled. For the purposes of tlus and lhc next succeeding subdivision, and without limiting the 
right of 1hc Corporation t(l distribute its assetS or 10 dissolve. liquidate or wind up 111 connccuon 
with any sale, merger or consolidation, the sale of all or substantially aJI of the propcr1y of the 
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Corporation or the merger or com,olidation o f tht: Corporation into or with any ollt1.'f 
corporation or corporations, shall not be deemed lo be a distribution of a:.sets or a d1ssolutton, 
liquidation or winding up of the Corporat ion," helher voluntary or involun1u0 

(h) SubJecr 10 the limitations set forth in subdivbion (g) of this Article THIRD or d-,ewhere m 
these Articles of Incorporation (and subject 10 the rights of fill} class of stock hereaJier 
authorized) upon aTI) dissolution, liqujdation or winding up of Lhe Corporation, whcthu 
\oluntary or involuntary, any net assets of the Corporation a,·ailablc for dislnbution ll 1~ 

shareholders shall be distributed ratably 10 holders of the Common Stock 

(i) lhc Prefcm:d S tock may be redeemed in accordance wilh the following provisions of this 
subdivision (1): 

(I) Each series of the Preferred Stock which has been dctcnnincd Lo be redeemable ~ 
pennitted by subdivision (d) of this Article THIRD may be redeemed m whole or ir part by 
the Corponuion, at its election expressed by resolution of the Board of Directors. at any 
time or from time to time, al the then 11pplicable rcclcmpt1on pticc tixcd nnd Jcu:rmmed 
with respect lo each series, subject howc, er, to any tenns and conditions specified in 
resp,.:ct of any series of the Preferred Stock in accordance wilh subdivision {d) of this 
Article fHIRD. [f less than nll of lhe sh:u-cs of any series arc t.:> be redeemed, the 
redemption shall be made either pro rata or by lot 10 such manner ns the Board of Director.. 
,hall dctemtine 

(2) In the event the Corporation shall so elect to redeem shares of the Preferred Stock, noucc 
of 1he 1111ent1on of the C-0rpora1ion 10 do so and of lhc date and place fixed for redemption 
shall be mailed no t less than thmy nor more thn'l ninety days before the ddle fixed for 
redemption 10 C3Ch holder of shares of the Preferred Stock to be redeemed a1 his address as 
it shall :ippear on the book~ of the Corporation, and on and after the dace fixed tor 
redemption and sp1.·diil!d in such notice (unless the Corporotion shall default III ma!,.ing 
payment of lhc redemplion pric(;), such holders sl1all cease to ht: shareholders or the 
Corporation with respect 10 such shares and shall have no interest in or claim agai1,st the 
Corporation \.Vilh respect to such shares, c ·ccpting only the right to receive the redemption 
price therefor from the Corporation on the date fixed for redemption, wilhout interest, upon 
cndor..,..:mcnt, if required. and sum.mder of their certificates for such shares. 

(3) Contemporaneous I) with the m..iiling of notice of redemption of any shares of the rreferred 
Stock as aforesaid or at any time thcreaf\er on or before lhe date fixed for redemption, the 
Corporation may, if 1t so elects, dc:p-0si1 the aggregate redemption pncc: of the i.harcs to be 
redeemed with any bank or trust company doing busmess in the City of New York, New 
York, or Spokane, Washington, having a capital and surplus of at least $5,000,000, named 
m such notice, payable on the dote fixed for redemption in the proper am~unts 10 the: 
rcspecuvc holders of the shares to be redeemed, upon endorsement. if required, und 
surrender of Lheir ccn dicatcs for ruch shurcs, and o n and after 1he making of .. uch deposit 
such holders shall cease to be sharclholders of £he Corporation with respt.-Ct to such shart.:s 
and shnll huve no interest in or claim ugai11st the Corporation w11h f<$pec:t to :,uch shares 
excepung only the right to exercise such redemption or exchange rights, if any, on or 
before the datt fixed for redemption as ma) have been prov1d\!d wuh n:spccl to such sh..trcs 
or the right to 1c;ccive rJ,c redemption price of 1heir shares from such bank or trust comp;my 
on the d_.itc fixed for redemption, without interest, upon endorsement, if required. und 
surrender of their ceruficate~ for such shares. 
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(4) If the Corporation shall have so elected Lo deposit lhe redemplion moneys with a bank or 
trus1 company, any moneys so deposited which s.hall remain unclaimed at the end of st:>. 
}'e.Jrs after the redemption date shall be repaid to lhe Corporation, and upon such 
repayment holder.; of Preferred Stock who shall not have made claim against such moneys 
prior 10 such repayment sha ll be deemed to be unsecured creditors of the Corpordtiun for 
an amount, without interest, equul to the a111ounl they would thereto fore ha, c: been entitled 
to rcce1\.c: from such bank or trust compnn)'. Any redemption moneys so deposited \,h1d1 
shall not be required for such redemption because of the ext:rCi'-C, after the: date of such 
deposit. of nny right of conversion or exchange or otherwise, shall be returned lo 1h1.: 
Corporation fonhw,th. The Corporntion shall be entitled to receive any interest allowed by 
any bank or tru~t company on any moneys deposited \\ ith Stich bank or trust c,,mp.. ny as 
herein provided, and 1he holders of an} :.hares culled for n.-dempt,on shall have no claim 
against llO) such inlcrc:st. 

(5) Nothing herein contained shall lim i1 an)' legol right of the Corporation to purchase or 
otherwise acquire: nn) shuts of the Preforred SLock. 

(j) The holders of the Preferred Stock shall not have an} right to vme for the c.:lec1ion of Dm:-clOrs 
or for uny other purpose e>..ct!pl as otherwise provided by law and a!> st:t fortJ1 below in th,~ 
~ubdivision of lhis Ar1iclc THTRD or else,1.here in these Articles of Incorporation Holder) of 
Preferred Stock sh.ill be enrilled to ootiee of c11ch meeting of shareholders at which lhe) ~hall 
have any right to vote but except as may be otherwise provided by law shall not be. enlltled 10 

nouce of uny otln:r meeting of sharehold crs. 

(I) Whenever nod as oflcn as, :st any date, dividends pa)•able on an) shares of the Preferred 
Stock shall be in arrears 111 an umount equa l lo the aggregate amount of d1v1dends 
accumulated on such shares of the Prefem.:d Stock over che eighteen-month period ended 
on such dale, che holde-rs o f the Preferred Slock of nll scncs, vot ing ~puratdy and 8$ a 
smgle class, shall be encitJcd to \'ote for and to elect a maJori[) of the Board or Dirccto~. 
and the holders or the Common Stoc~. voting separately and as a s ingle clru.s, shall ~ 
entitled to vote for and to elect the remaining Dirc-<:tors of the Corporat ion. The right of 
the holders of the Preforred Stock to elect a majority of the Board of D1rcctor.; shall, 
however, cease when all default.:; in the payment of dividends 0 11 their stock shall have 
been cured and such dividend,; shall be dcclored and paid out of an} funds lcg31J) 11va1lable 
therefor as soon as in the j udt:,'TI1cn1 of the Board of Director.. is. reasonnbly proct1cablc:. 
The terms of office of all persons who may be Directors of the Corporation at the time the 
right 10 elect Directors snal l accrue to the holders of the Preferred Scock U$ hcre,11 provided 
shall tcrmina1e upon the dcction of their successor:. at a meeting of the shruehold~rs of the 
Corporation then entitled to vote . Such clec11on shall be held at the next Annual Medtng 
of Shareholders or may be held at a special meeting of shareho lders but shal I be held upon 
noti~c as provided an the Bylaws of the Corpomlion for a special ml-"\!tmg 0 1 the: 
shareholders. Any vacancy in the Board of Directors occurring during any period when the 
Prcfcm.-d Stock shall have elected rtpresentati"cs on the Board shnll be filled b) a majonty 
vote of the remaining Directors rcprese111ing the class of stock then.-tofon: represented by 
the Director causing the vacancy. At !ill meetings of the shareholders held for the purpose 
of electing Directors during such times as the holders of the Preferred Stock shall ha, c: the: 
exclusive ngh1 to elect a mBJOricy of the Board of Dirc.-cto rs o f th~ Corporation. the 
presence in person or by prO:ll.'Y of the holders of o majority of tJ1e ou1Stand111g shares of 
Prefcm:d Stock of oll series shall be required lO s..ibstitute a quorum of such class for lhc 
election of Oire,:tors, !llld the presence in ~rson or by prox> o f lhc holders 01 n majonty of 
the outstnnJ ing shares of Common Stock shall be required to constitute a quorum of such 
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class for the election uf Directors, provided, however, 1ha1 the absc.:111.:e of a quorum of the 
holders of stock of eichcr class s-hall noc prevent the election at an) such meeting, or 
adjournment lhcreof, of Directors by the other class if the ncccssal) quorum of the holder~ 
of stock of such class is present in p~rson or by prOX)' at such mectmg, and provided 
further, that, in the absenC\! of a quorum of the holders of stock of either class. a majoril) 
o f those holders of such stock who are present in person or by proxy shall have 1.h1; power 
to adjourn lhe election of those Directors to be elected by that class from tune to time 
without notice, other than announeemcnt at the mec11ng. until the requisnc umounl of 
holders of stock of such class shall be present io person or by prox . 

(:!) So long ns any shares of the Preferred Stock shall be outstandin&. the Corporation shall 
nor, without the affirmative vote of the holders of at least a majority of the shnres ('If the 
Prefttred Stoel. nt the lime oulslanding. adopt any amendment to thcc;e Anicles of 
lncorporntiOfl if such umcndmcnt would: 

(i) create or authorize an} new class of slock ranl..ing prior 10 or on a panty w1Lh the 
Prcicrred Stock as to dividends or upon di~o ution. liquidation or winding up; 

(ii) increase the authorized numlx.-:r or shares of che Preferred Sl<x:l,.; or 

(iii) change any of the rights or preft:rences of1he Preferred Stock at the time outstanding. 
prov ided, however, that if any proposed change of any of the rights or prefcn:nces of 
nny OUtStanding shares of Lhe Preferred Stock would affect the holders of shares of 
one: or more, but not ull, l>Cril!S of the Preferred Sto.::k then outs1nnd111g onl~ the 
aflinnative vote of the holders of at least 11 majority or the total number of 
oul.Slllnding shan:s of ull scm:s so affected shnll be required; and prov1dc:J further 
thdl nothing herein shall authori7e Lhc adoption of any amendment 10 thc~e Aniclc:> 
of lncorporat1on by lhc vote of the holders of tt lesser number of ~hares of the 
Preferred Stock., or of any other class of s tock, or of all classes of stock, than 1s 
required for such an amendment by the lows of the state of \\'ashm1,1on 31 the time 
applicabl~ thereto. 

(:l) So long us any shares of the Preferred SLock shall be outsmnding, the Corporation shall 
not, "1thout the affirmative vole of the holders of at least a maJoriry of Lhc shares of lhc 
Prefem:J Stock m the time outstanding, issue any :;hares of the Preferred Stock, or of any 
Olher class or stock ronking prior to or on a parity wi th the Preferred Stock us to dividends 
or upon d1ssolutron, 1iquida11on or winding up, unless chc net income of the Corpora11on 
available for tht: payment of dividends for a period of rweh·e consc:cuti"e caleudar months 
"'1U1in the fifteen calendar months- immediately preceding the issuance of :.uch shurcs 
(including, in any case in \o\ l11ch such shares an .. to be issued in connection with the 
acqui,it1on C>f new property, the net income of the property so to be acquired, .;omputcd on 
the same basis as the net income of the Corporation) is at least equal to one and one-half 
times Lhe .Ulnual dividend requirements on all shan:s of the Preferred Stoc~ and on all 
shnrC.\ of all oll,er classes of ~tock ranki11g prior 10 or on a parity with the Preferred Stock 
as to dividct1ds or upon dissolution, liquidation or winding up, which will Ix outstandmg 
immediately nfa:r the issuance of such shares, including the shares proposed to be issued; 
proYidcd. huwc\er, thnl if the shares of an) series of the Pref~-rrcd Stock or 110) such prior 
or parit) stock sholl hnvc a variable dividencf rate, the annual dividend requirement on the 
shores of SQCh :>cries shall be detcm1ined by rcfen;nce lo the weighted average: dividcml 
r.ite on such shares during the twelve-month period for ,, hich the net 111c-0mc of the 
Corporation availabll! for !he payment of dividends shall ha\e been determined; and 

g 



provided, further, that ifd1e shares of the serit'S to be issued arc to have a variable dividend 
rate. the annual dividend requirement on the shnrcs of such series shall be J1.:tcrminc:d by 
reference to tlw ini1ial dividend rate upon the issuance of such shnrc:s. In anv ,asc when: it 
"ould be appropriate, under generally accepted accounting principles to combine or 
consolidate thd Cinnnc1aJ s1.a1cments of any parent or subsid i81) of the Corporauon with 
those of tht: Corpormion, the foregoing computation may be made on the ba.c;is of such 
combined or consolidated linancial slatement.s 

(k) SubJC-Cl to the limitations set forth in subdivision U) oi this Anick: TIITRD (and sub1ec1 to the 
rights of any class of stock hereal\er authonzed), and except as may be otherwise providt.-d b) 
law. the hoJdcrs of the Common Stock shall have the exclu~ive righ1 ro vote for the clec11011 ol 
l)1rectors ond for alt other purposes. At e,ach rnc~ung of shareholders, each holdt:r .,r stock 
entitled to vole thereat shall be cnutlcd to one vo1c for each ~hare of such stocl,, h~ld b}' him and 
rccordi!d in his name on the record date for such meeting, and may vote and othcrw,sc net tn 

person or by proxy. Vo1ing in Lhc election of directors by shores within coch voting group shall 
be go\cmcd by the nddition31 provisions set forth below: 

(I) In an election or direc1ors which is not a contested elecrion (as defined below)· 

(A) Each vote entitled to be cast may be cast for or cast agamst one or more candidates, or a 
shareholder m3y tndicatc an abstention v.ith respect to one or more candtdatc:. 
Shareholders shall not be entitled to cumulate votes; 

tR) /\ candidate shall be elected b}' such ,otsng group if the number of ,otc~ cast within 
!>UCh voting group for such candidate c~ceeds the number of votes cast ~1thin such 
vvting group against such ca11dtdate. A candidate who doe-s not rccc:h e such moJonty 01 
votes cnst but who is a director at the time of the el~ction shnll continue to st.'rve as a 
dir\'\:tor for a lcnn that shall tenninate on the date lhat is the earliest of {I) the date ot 
Lhe commencement of Lhe term of a ni:w director sclt:cted b) the board of directors tu 
fill the oOkc: held by . uch director, {II) the effective dace of the resignation of such 
director and (111) the later of (X) th~ lns1 day of the sixth calendar month commencing 
after the election in which such candidate failed to receive a majoriry of votes cast and 
(Y} Oec~mher 3 I of the calendar year on which such election occurred; 

tC) Only votes case for and votes cast against a candidate sholl be Utkcn into account in 
detennining whether the votes required for the election of such candidate have been 
reccm,ed. Sbares otherwise present at the meeting but for , ·hich there 1s an nbstcntion 
v.11h respect to a cnmliUllle or as to which no authorit) or dm:ction to vote j., gi\c:n ur 
specilicd with respeet to a candidate shall not be deemed to hove been voted; und 

(D) In the even, that a director does not receive the required mujonry vote for elecuon, a 
majority of the oth~ directors duly elected by shares within such voung group in such 
or n prior clcc11on 1m1y :.elect :Uly qualified individual to fill the office: held b1 such 
director, such selection being deemed 10 constitute the filling of a vacancy 

(2) In a contested election. 

{A) Each vote c:ntitlcd to be casr may be cast for one or more candidates (nor to exceed 1ho 
number of directors to be elected), or may lX' withheld with respect to one or more 
cand1dnlt!S. Shnreholden; shall not be entitled to cumulate vot(.-s, anti 
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(B) The camJ1da1es elected sha ll be those rece iving the largest numbers of vote~ casr within 
such voting group, up 10 1hc number of directors to be elected. 

(3) An election of directors by a voting group shall be deemed to boa "contested clcct1011" with 
respect to such voling group if at the expirm ion of the rime fixi.-d in the Bylaws requiring 
ndvan~ notice of n shareholder's imi=nt 10 nominatl! a person for election as n diri:ccor. there 
ore more candidates for election by suc h voting group than the number of directors co be 
elected by such voting group. one or more of whom have been proper!) propo:.ed b) 
shareholde" 

(I) Subject ro the limitations set forth in subdivision U) of this i\rticle fl II RD (and subject lo 1h<: 
nghts of Jny cl~s of st~J. hereaOi:r nuthori,cJ), nnd except !b may~ och~,.1sc provided b> 
I&\\, upon the vote of a majority of a ll of the Directors Qf 1he Corporation and of the holden, of 
rl!cord o-f 1wo-thirds of the total number of shares of the Corporation thcn issued and outstanding 
and entitled to vote (or, if the vote of o large r number or different proponion or shares i:, required 
by 1he Laws of the SUit\! of Washington, norwithst.andfog the abo\e agreement of the sharl!holdcr,; 
of the Corponuion to the: contrary, then UJKln the vote of the holders of record of the larger 
number or different proportion of slrnrcs so requ ired) the Corporation may from time to lime 
create or suthori,.c one or more other classes of stock ,..,ith such pri:forcnccs, dc5ignut ions. rights. 
privileges, powers. resrrietions, limiUHions and qualifications as rnay be dctcmuned by said \'Ole. 

which may he the same or different from the preferences. dcsignotions, rights, pn\'1lcgcs, po,Hm, 
res1rrc11ons, lim11:.11ions and qualifkarions of the classes of stod, ol rhe Corporation 1hc:11 
uuthori,.ed und/or chc Corporat ion may merea.sc or decrease the number of sh;)re:; or one or more 
of the cl~sc~ ot stock then :,udtorized. 

(m) All stocJ. of the Corporation without no mina l or par v:1lue "hether ou1hor rz.ed herein or upon 
subsequent increases of cnpilal stock or pursunnt co any amendment hereof may be issued, sold 
and disposed of by the Corporation from time ro time for such considerotion in l:ibor, services, 
money or property as may be:: fixed from time to time- by the Doard of Directors and author ity lo 
the Board of Directors so to fix such cons ideration is hereby grunted by the shareholders. 'fhe 
con~ideration rt:eeiwd by the Corporat ion from the issuance and snlc o f new or additional 
shares of cnpital stock wuhout par value s ha ll he cntcn..-d in the capiml stock account 

(n) No holder of :iny stock of the Corporatio n shaJI be entitled as of riglu lo purchase or subi.cr1b1:. 
for any part ot any s1ock of the Corporation autho rized herein or ot any additionnl 'itl1Ck of any 
class to be isstJl.'Cl b) r't"ason of any rncrease of the authorir.ed capital stock of thu Corporation or 
of any bomh, cenificatcs ol indebtedntSS, debentures or other securitit:.s comcrtible into stock 
of lhe Corporntion but .iny stocl.. authorized herein or any such add1t1onnl authori.led is:.u<: of 
am stock or of securit ies convertible into stocl- mny be issu<.-d and d isposed of by the Boord of 
IJircclOrs ro such persons, !inns, corporations or association\ upon such h:nns and conditions as 
the Board of Directors in their d iscretion may dctcnnine w1thou1 offering any thereof on the 
same rcrms or any tenns to the shareholders then of record or to an} class of shareholdm. 

FOURTH: The durotion of the Corporauon sha ll be perpetual. 

FIFl H: Inc number of Directors of the Corporation sh al I be such number, not to exceed dcvcn ( 11 ). 
as shall be specified from time to time by the Board of Dire.:tors in the Hylaws; prov1dt:d. howc,er, 
that al the right 10 elect a mnjonty of the Doard of Directors shall have accrued to the holders or cJtc 
Pre I erred Stoel.. w. provided in parng.raph ( I ) o f subdivision (j) of Article T H1RD, then. dunng suc.h 
period as such holdi:rs shall have such right, the number of Directors mny excec.:d dcven (11). 
Commencmg with the 2012 Annual Meeting of Shoreho!dt:rs, Dm:ctors shall be elected at euch 
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Annual Meeting of Shareholders for a tem1 which shall expire al Lhe next Annual Meeting of 
Shareholders; it bemg understood that the tcnn of each. Director elected prior to the 20 l 2 Annual 
Meeting of Shareholders for a term that was to expire afler the 20 l 2 Annual Meeting, of Shareholders 
shall expire ot the 2012 Annual Meeting of Shareholders. Directors elected by the holden, of the 
Preferred Stock in accordance with paragraph (I) of subdivision U) of Article THIRD shall be 
elected for a term that shall expire not lr11er than the next Annual Meeting of Sharcholder5 All 
DirccLors shall hold office until the expiralion of their respective tcnns of office end until their 
successors sh111l have ~en elected and qualified. 

Subject to the provisions of paragraph (I) of subdivision (j) of Article TIHRD, uny vacancy 
occurring in lhe Board of Directors may be filled by the Boa.rd of Dire.c.tors, and any Director so 
decced to n11 a vacancy shall be eleeted for n term of office cominuing until rhc next elec1ion of 
Din.-ctors by the shareholders; provided, however, if the Directors then in office constitute fewer than 
a quorum oi 1he Ooard, the affirmative vote of a majority of all Directors then in office shall be 
required to fill such vacancy. 

No decrease in the number of Directors constituting lhe 13oard of Director:. shall shorten the term of 
any incumben1 Director. 

SubJect to the provisions of paragraph (I) of subd iv is ion (j) of Article Tl IIRD and Lhc provisions of 
the next preceding paragraph of chis J\nicle FIFT'l l, nny Dirccto.r may be rcmovt.-d ftom office 111 any 
time, but onty for cause. only by lhe holders o f sharcf of capital stock of the Corporation entitled 
generally co vote in the election of Directors (such stock being ht'.'reinafler in thf.."SC Articles of 
Incorporation called ·'Voting Stock:· vocirig tog..:.1hcr as a single class, at n meeting of shareholdt:rs 
called expressly for lhat purpose and only if the mrmbt!r of voc~s cast for lhc removal of such 
Oirl-ccor exceeds the number of voles cast against such r1:moval. 

Nolwithstanding anything contained in these Articles of Incorporation to the contrary, the provisions 
of this Article FIFTH shall not bl! altered, amended 6r repealed, and no provision inconsistent 
therewith shall be included in these: Arcicles of lnc6rporation or the Oylaws of Lhe Corporation. 
without the affirmative vote of the holders of at least eighry percent (80%) of the voling power of all 
of the shares of 1hc Voting Stock, voting together as a single class. 

SIXTH: l11at the principal place of business of said CorporJtion shall bl! Spokane, Spokane County, 
Washing1on. 

SEVENTH: The corporate powers shall be exercised by the Board of Directors, except as otherwise 
provtded by sunutc or by Lhcsc Articles of Incorporation. The Board of Directors sbaH have power to 
auLhorrze the payment of compensation to the Directors for services to Lhc Corporation, including fees for 
attendance at meetings of the Board of Directors and other meetings, and 10 detennine the amount of 
such compensation und fees. 

The Board of Directors shall have power lO adopt, alter. amend and repeal the l:3ylows of the 
Corporation. To the extent provided under the laws of the sun~ of Washington, any Bylaws adopted b) 
the Directors under the powers conferred hereby m.~1y be repealed or changed by the shan:.holdcrs. 

An Exeeut,ve Commiucc may be appointed by and from the Board of Directors in such manner and 
~'UbjecL to such rcguladons as may be provided in Lhe Bylaws, which comminec shall have and may 
e~ercise, when the Board is not in session, all the powers of said Board which may be lawfully delegated 
subject to such limitations ns may be provided in the Bylaws or by resolutions of the Board. The fact chat 
the E.xccutive Committee has acted shall be conclusive evidence that the Board was not in session a1 the 
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lim4: of such action. Add itional commitlt.-es may be appointed by and frorn the Board or Directors ,n such 
manner and subject to such regulations as may be provided in the Bylaws. Any action required or 
pcnniucd by thtisc Articles oflncorporation to be mken by the Board of Directors of the Corporntion ma} 
be ltlkcn by a duly authorized committee of the Board of Directors, except as otherwise required by law 

No Dirt<:lor shall have any per~onal liability to lhe Corporarion or itS shareholders for monetary 
damages for his or her conduct as a Director of the Corporation; provided, howe-ver, that nothing herein 
shull i:liminate or limit any liability which may not be so eliminated or limitc!d under Washington lnw. as 
from time to time in .:ffect. No amendmeni, modification or repeal of this paragraph shall eliminate or 
limit the protection afforded by this pm'agraph with respect to any act or omission occurring prior to the 
effccuve date Lhcreof. 

The Corpordtion shall, lo the full extent permitted by applicable law, as from time to time in effect, 
indemnify any person made a pany ro1 or orhcrwise involved in. any proceeding b), reason of the fact that 
he or she is or was a Director of the Corporation against judgments, penalties, fines. scttl1.1ments and 
reasonable expenses actually incurred by him or her in connection with such procttding The 
Corporal.ion shall pay any reasonable expenses incurred by a Director in connection wtth any such 
proceeding in advance of the final detemiinatioo then:of upon reccipr from ~uch Director of such 
undcrtnkings for rcpaymcmt as mn) be required by applicobh.: law and a written affinn<1Lion by such 
director thut he or she has met the standard of conduct necessary for indcrnndication, but withou1 any 
pnor detcnninarion, which would od1erwise be re-quired by Washington law that such standard of 
conduct has been met. The Corporation may enter in10 ogreemcnls wilh each Director obligating the 
Corporntion to make such indemnification and advances of expenses as are contemplated herein. 
Norwithstanding the foregoing, the Corporation shall not make nny indemnil'ication or advance which i!> 
prohibited by applicable law. The r-ight<:1 co indemnity an<l advancement of expenses granted herein shalt 
cominuc as to any person who has ceased to be n Director ond shall inure to the benefit of the h1.:irs. 
executors and admini~trntors of such a person. 

A Director of the CorporatiM shall not be disqualiiit:d by his office from dealing or contracting wi1h 
this Corporation either as a vendor. purchaser or otherwise. nor shall any transaction or con1.ract of the 
Corporation be void or voidable by reason of the fact that o.ny Director, or any rirm of which any Director 
1s u member, or any corporation of which any Director is a shareholder or Director, is in any way 
interested in such rransaction or contract, provjded that such transaction or contruct is or shall be 
authorized, ratified, or ap-prove<l, either (I) by vote of a mnjorhy of a quorum of the Board of Directors or 
of the Executive Committee without couoting in such majority or quorum any Directors so interested, or 
a member or a finn so interested; or a shareholder or Director of a corporation so interested; or (2) by lhe 
wriuen consent or by vore at a shareholders' meeting of the holders of reeord of a majority in number of 
alf the outslancHng 'lbnres of c.npilal stock of the Corporation en tilled to vote; nor shall any Director be 
liable to account to the Corporation for any profits realiwd by and from or through auy such transaction 
or contract of chc Corporation authorized, ratified. or approved as aforesaid by reason of the fact that he, 
o r any finn of which he is n member. or any corporarion of which he is a shareholder or a Director, was 
interested in such transaction or concracc. Nothiug herein contained shall create any liability in the events 
above described or prevent the uu1horiw1ion, ratification or approval of such transaction or contract in 
any other manner approved by law. 

Shareholders shall have no rights, except as confcn-cd by statute or by the Bylaws, to inspect any 
book, paper or occoum of the Corporation. 

Any property of the Corporation not essential to the conduct of it.'i corporate business may be sold, 
leased. cxchnng<Xf, or o therwise disposed of, by authority of its Board of Directors end the Corporation 
may sell. lease, exchange or otherwise dispose of, a ll of its property and franchises, or any of its property, 
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franchises, corporate rights, or privileges, essential to the conduct of its corporaie business and purposes 
upGn the consent of 11nd for such considemtion and upon such terms as may be authorized by a majority 
01 all of the Din:ctors and lhe holders of two-thirds of lhe issued and outstanding shares of the 
Corporation hoving voting power (or, if the consent or vote of a larger number or d irferent proportion of 
the Directors and/or shart.~ is required by the laws of the state of Washington, notwilhstandmg the above 
agreement of the shareholders of th~ Corporati.o n to the cont:mry, th1m upon the consent or vorc of the 
larger number or different proportion of the Directors and/or shares so requir~<l) expressed in writing. or 
by voce a! a meeting of holders of the shares of 1he Corporation having voting power duly held as 
provided by law, or in the manner provided by the Bylaws o f the Corporation, jf n0t inconsistent 
therewith. 

Upon the affirmarive vote of the holders of two-thirds of the issued and oursranding shares of 1he 
Corporation having voting power given at n meeting of chu holdt!rs of 1hc shares of lhc Corporation 
hav111g voting power <lu fy called for that purpose or when authorizc.d by C:he writlcn consent of che 
holders of two-thirds of the issued and o uts tand ing shares of' the Corporation having vo ting power and 
upon Lhe vote of a majority of the Board of Directors, all of the propeny. franchises, tighcs and asse1s of 
the Corporation may be sold. conveyed, assigned and transferred as an c:ntirety 10 a new company 10 be 
organized under the laws of tbe United States, the state: of Washington or any other state of the United 
States, for the purpose of so rnking over al l the property, f~1nchises. rights and assets of the Corporation, 
Wllh the same or a different au1horizcd nu-mber of shares of s tock and wirh the same prefere11ccs, voting 
powers, restric tions and qualifications thereof as may then attach to 1hc classes of scock of the: 
Corporalion lhen outStllnding so far as 1hc same shall be consistent "ith such laws of the United States or 
of Washington or of such 01her ~tatc (provided t11a1 the whole or any part of such s tock or of any class 
thereof may be stoci... with or without a nom ina l o r par value), lhe consideration for such sale and 
con, eyance to be the assumption by such new company of all o f the Lhen outstanding liabilities of the 
Corporation and lhe issuance and delivery by the new company of shares of stock (any or all the_reof 
either with or withou1 nom inal or par value) of such new company of the several classes mto which the 
siock of the Corporation is then d ivided equal in number to the number of shares of stock of chc 
Corporation o f said several class~ then ou tstanding. Jn the event o r such sale, each holder of stock of 
the Corporation agrees so far as he muy be permi11ed by the laws o f Washington fort hwnh co surrender 
for cancellatio n his cenificat.:. or certificates fo r st0ck of the Corporation and to rcc~1ve and accept in 
exthange t_rum:for, as his full nnd final dis1 ributiw share' or thc proceeds o f such sale ond conveyance and 
of the assctS o f the Corporation, a number of s hares of lhc slock of the new company of the class 
COITCSp¢nding to the class of the S-harcs surrendered equt1I in number to rite shares of stocJ.. of the 
Corpor'1tion $0 surrern.tc~d, and in such e vent no holder of any of the stock of the Corporation shall have 
any rights or interests in or against the Corporatio n, except 1he right upon surrender of his certificate as 
aforesaid properly enc.lori,ed, to receive- from the Corporntion cert ificates for such shares of said new 
company as herein provided. Stith new company may have all or any of the powers of the Corporation 
and I.he: certificate of incorpora1fo11 and bylaws of such new company may c:onr_ain 1111 or any of the 
prQvisions contained in the Articles o f Incorpora1ion and Bylaws of the Corporal ion_ 

Upon lhe written assent, io person or by proxy, or pursuant to the affinnativc vote, in person or by 
proxy, of the holders ofn majori ty in number of the shares then outstand ing and entitled lo vote (or, if the 
assent or vote of a larger number or different proportion of shares is required by the laws of the Stile of 
Washington norwithstnnding the above agreement o f the shareholders of the Corpora1ion to the contrnry, 
then upon the assenr or vote of the larger number or different proportion of the shares so required) ( I) 
any or every statute of the state of Washington hereafter enacted. whereby the rights, powers or 
privileges of the Corporation arc or may be incr~cd, diminished, or in any way affected, or whereby the 
nghts, powers or privileges of the s hareho lders of corporations organized under the la\.v under whic~ the 
Corporation is organized are incre&ed, d iminish~ or in any way affected or whereby eff<.~"t is given to 
th<: action taken by any pan less than all of the shareholders of any l>Uch corporalion shall, 
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notwithstanding any pro, ision wliich may at the time be contained in tht:se Articles of lncorporauon or 
any law, apply to the Corporation, and shall be binding not only upon the Corporation but upon every 
shareholder thereof, co the same extent as if such statute had lx..--en in force al the <late of Lhe makmg and 
filing of these Article~ of Incorporation and/or (2) amendments co said Arttcles !luthorizcd at rhe time of 
the making of such amendm<:nts by the laws of the state of Washington may be made; pro, it.led, however, 
that (a) the provision~ of Anicle THLRD hereof limiting t.he preemptive rights of shareholders, requiring 
n1ajority voting in the election of Directors and regard ing entry in the capital stod .. ,1ceouot of 
<:011sidenu.1on received upon the sale of sliarcs of capital stock without nominal or par value and all of the 
provisions of Article FITTH heri;of shall not be altered, amended, repealed, waived or changed an any 
way. unless the holders of re4;ord of ac lease two-thirds of the number of shares enutled to vote then 
outstanding shall consent thereto in writing or affirmatively vote therefor in person or b} proxy at a 
meeting of shareholders at which such change- is duly considered . 

Special meetings of the shareholders may be called by the President, the Chuirman of the Board of 
Directors, n majority of the I3oard or Dtroctors, a:ny Executive Cornminec of the Board of Directors, and 
shall be called by the Pr<!Sidcnt at the request of tile holders o f at least two-thirds (2/3) of' che voting 
power of all of the shares of the Voting Stock, voting together as a single class. Only those matters 1h111 

ore- specified in the call of or requesi for a special meeting may be considered or ,·otcd upon at such 
met:ling. 

Notwithstanding anything contained in lh~ Articles o f Incorporation co the contrary, t:he paragruph 
in this Anicle SEVENTH relating m the adopr1on, !.lfteration, omendmen1, change nnd repeal of the 
Bylaws of the Corporation, ti-Le paragraph in this Article SEVUNTH relllting to the calling and e-0nduct of 
:,p1;cial mccti11g.s of the slmrehotd~rs and this paragraph, and the provisions of the: Bylaws of the 
Corporation relating lo procedures for the nomination of Directors, shall not be ahcred, amended or 
rcpeah,d. t111d no provision inconsistent !.herewi1.h s.ha11 be iocludt;d m these Articles of Incorporation or 
the Bylaws of the Corporation, without the affinnative vote of the holders of at lcnst eighty percent 
(80%) of the voting power of a1J the shares of the Voting Stock~ voting to~elhi..."T as a single clasi;. 

EIGIITJl: 

(a) ln addition to any affumarive vote requir~d by l:iw or the.<,e Article· of lncorponuion, and 
except as otherwise expressly provided in subdivision (b) of this Article E1GH rH: 

(I) any merger o r ~onsolidation of the Corporation or any Subsidiary (as here1noflcr defined) 
with (u) any Interested Shareholder (as hereinafter defined) or (b) any other corporation 
(whether or not itself an In<e rested Sharcholdor) which is, or a fter such merger or 
consolidation would be, an Affiliat,e (as hcn.;innfter defined) of an lntercs(cd Shareholder, 
or 

(2) any ~le, lease, exchange, mongagc, pledge, trnnsfcr or other disposicion (in one 
tran-sac£ion or a series of cransac1ions) to or with any lntorcstcd Shareholder or any 
AffiHatc of any Interested Shareholder of any assets of the Corporation or any Subsidiary 
having an aggregate Fair Market Value of$ I 0,000,000 or more; or 

(3) the issuance or transfer by rho Corporation or any Subsidiary (in one rransaclion or a series 
of transactions) of any securiti~s of Lhc Corporation or any Subsidiary 10 any lmcrcstcd 
Shareholder or any Affiliate of any Interested Shareholder io exchange for cnsh, secumics 
or other property (or a combination thereof) having an uggregat~ Fair Market Value of 
j I 0,000,000 or more; or 
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(4) lhe adoption of any plun or proposal for the liqu idation or dissolution of the Corporation 
proposed by or o n behalf of an Interested Shareholder or any Affi liate of an) Interested 
Shareholder; or 

(5) any reclas:.ificntion of securilies (inc luding any reverse stock split), or rccapitali1..ation of 
the Corpora1ion. or any merger o r con:;o!idation of the Corporation with any of its 
Subsidiaries or nny other transactio n (whether or no1 with or into o r otherwise involving an 
Interested Shareholder) which hns tJ1c effect, d irec tly or indirccrfy, of increasing th¢ 
proportionate share of the ourstanding shares of any class of equity or convcnible 
securities of che Corporation or any Subsidiary which is directly or indirectly owned by 
any Interested Shareholder or any Affiliate o f any Interested Shareholder, 

shall require the affinnative \ Ole of the holders o f at least -80% of the voting powe< of all 
of the -ihnres of the Voting Stock, voting togt.1her as a single class. Such affim1t1tive vote 
shall be required notwithstanding the fact that no vote may be r~uircd or chat the vote of ll 
lower perccn1age may be specified, by law or in any agreement with an; national securities 
exchange or otherwise. ·111e teml "Business Combination" as used in this Arti\lle EIGHTH 
sha ll mean any rransaction which is referred to in any one or mor~ of parngrnphs {I) 
1hrough (5) of this subdivision (a). 

(b) The provisions of subdivision (a) or this Article ErGHTH shall no1 be applicable to any 
panicular Business Combination, and such Business Combination shall require only such 
amranarive vote, if :my, as is required l:ly law and any oth~r provision of these Articles of 
lncorporat1on, rf all of tile cond it ions s pecified in either paragraph (I) or paragraph (2) below 
are rn~t: 

( l) The Busmetis Combination shall have be<:n app roved by a maJorit) of the Continuing 
Directors (as hereinafter defined); or 

(2) All of Lhc fo llowmg conditions shtttl have been met: 

(A) The oggn:gnrc amouni of the c., sh and the Fair Market Value (as hereinafter defined) 
as of the date of the consumma tion of the Business Combination of consideration 
other llum cash 10 be rece ived per snare by ho lders of Common <;tock in !:uch 
Business Combination shall be at least equal to I.he hi-ghest of the following: 

(i) (if applicable) the highest per share price (including any brokerage 
commiss ions, transfer taxes and soliciting dealers' fet:s) paid by the Interested 
Shareholder for MY shares of Common Stock aequir1:d by it (x) within I.he 
two-year ~"Tiod immediately prior to I.he date o f the first public announcement 
of 1he proposal of the Business Cornbinauon (the "Announcement Date'') or 
(y) in the transaction in which it became an Interested Shareholder, whichever 
IS higher, 

(ii} the Fair Market Value per share of Common Stock on the Announcement Date 
or on the date on which the lmerested Shareholder became an lnterested 
Shareho lder (the "Derem1ination Date"), whichever is higher: and 

(iii) (if applicable) the price per share equal to the Fair Market Value per share of 
Common Stock determined pursuunl to clause (AXii) above, multiplied by the 
ratio of (x) the h ighest per share price (including any brokerage commissions, 

15 



transfer taxes and soliciting deniers' fees) paid by rhc lnteresttd Sh11reholder 
for any shares o f CommoA Stock acq uired by it wiLhin the two-year period 
immediately prior to the Announcement Date to (y) the Fair Market Value per 
share of Common Stock on 1he first day in such two-year period upon which 
tht Interested Shareholder acquired ony shares ofCommo11 Stock. 

(B) The aggregate amount of 1he cash and Lhc Fair Markel Value as of lho date of the 
consummation of the Business Combination of consideration other than cash to be 
received per share by holders of shares of each class of outsianding Vonng Stock 
(olher than Common Stock and lnst 1lutional Vo1iag Stock [as hereinaner defined]) 
shall be at least equal co the highest o f the fo llowing (i t being intended that lhe 
requirements of this subparagraph (8) shaJI be required to he mer with respect to 
<;VCry class of outstanding Voling St-0ek (other than Institutiona l Voring Stock). 
whether or not the Interested Shareholder has previously acquired any shares of a 
particular class of Voting Stock): 

(1) (if applicable) the highest per share price (including an)' brokerage 
commissions, transfer Laxes and soliciling dealers' fees} paid by lhe fnterest~d 
Shnrcholder for any s ruu-es of such class of Voting Stoek a<:<1uircd by 11 {x) 
wirhin the two-year period immediately prior to the Announcement Dace or (y) 
in the 1ransac1ion in which it become a n Interested Shareholder, whichever ts 
h igher, 

(ii) (if applic~bfe) the highest preferential amoun1 per shore 10 which the holders 
of shar~ of such c lass of Voting Stock are enutled m the event of uny 
volu,uury or involuntnry dissolution, liquidation or winding up of the 
Corµoratio n; 

(iii) the t='uir Market Value per share of such class of Voting Stock on the 
Announcement Date or on the Determination Da1e. whichi.:ver is hi!lhcr; 11nd 

(iv) (ff applicable) the price per share equal to the Pair Markc1 Value per share of 
s uch c lass of Voting Stock de1ennined pursuant to clause (B)(iii) abovt, 
multiplied hy the ratio of (x) the highest per share pncc (including any 
brokerage commissions. u-ans fer mxes and soliciting de11lcrs' fees) paid by the 
lntai-estcd Sha~ho!der for any s h:ares of such class of Voting St0<:~ acquired 
by it within the two-year period immediately prior to the Announcemcnf Date 
to (y) the Fair Market Value per share o f such class of Voting Stock on the 
lirsl day in such two-year period upon which the Interested Sharehoh.h!r 
acquired 1my shnres of such c lnss of Voting Scock. 

(C) The consideration to be received by holders of a particular class o f outstanding 
Voting Ste>Cck (including Common Stock) shall be in cash or in the same fonn as the 
Interested Share holder has previously p.aid for shares of such class of Voting Stock 
lf the Interested Shan:holder has p~id for s hares of any class of Voting Stock with 
varying fomts o f consideration, the form of consideratio n for such class of Voting 
Stock shall be t1it11er cash or the form used 10 S{;quire the largest number or shares of 
such class of Voting Stock previously acquired by it. 

(D) Afler such lnt~resltd Shareholder has be<:on1e an lnttrested Shareho lder anJ prior 10 

lhc consummation or such Business Combination: 
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(i) except as approved by a majority of che Coniinuing Directors, there shall have 
been no fail ure to declare and pay a t the regular date therefor full dividends 
(whether or not cumulative) on Lhe outstanding shares of stock of all classes 
ranking prior as to dividends to the Common S1ock: 

(ii) ther~ shall have been (x) no reduction in the annual rate of dividends paid on 
the Common Stock (except as necessury to reflect an}' subdivision of the 
Common Stock), except as approved by a majority of the Continuing 
Directors, and (y) an increase in such annual rate of dividends as nt=ccssaC) to 
reflect any redassilication ( including any reverse stock split}, recapitalization, 
reorganization or any similar transaction which has lhc effect or rt.>du<;ing the 
number of oucstanding, shares of I.he Common Stock, unless the failure to so 
increase such irnnual rate is approved by a maJority of the Continuing 
Direciors; and 

(iii) such Interested Shareho lder shall not have become the bt·ncficial (iwrter of :111y 

additional shares of Voring Stock e><cept as pan of 1,he transaction ,,.,hich 
ri:;sults in such Interested Shnreholdcr becoming an lnter\!sted Sha1eholder 

(E) After such Interested Shnreholder has become an Interested ~hareholder. such 
lntcrcstcd Shareholder shall not have received the bencfil, dirt:ctly or indirectly 
(except proportionately ns o shi1ruholder), of any loans, advances, guarantees. 
pletlges or other fi nancial assistance or any tax credits 01 olher Lax advantages 
provide<! by the Corporation> whether in anticipation or or in connecrion with such 
Business Combination or otherwise. 

(F) A proxy or information statement describi11g rhe proposed Business Combination 
and oomplying with the requirements of the Securities Exchange Act of l 934, as 
ame1tdcd , and the rules and regulations thereunder (or any subsequent provisions 
replacing such Act, rules or regulations) shall be mailed to shareholders of the 
Corporation at least 30 d.ays prior to che consurnmalion of such Business 
Combination (whether or not such proxy or in fonnation struemenl is n .. -quired lo be 
mailed pursuant to such Act or subsequent provisions). 

(c} For the purposes of th,s Article EIGHTH: 

TJ1e lerms "Affi liate" and ''Associate" have the respective meanings ascribed to such tenns in 
Ruic 12b-2 or the General Rules and Regulalions under the SecuriLies Exchange Act of 1934, 
as in effoct on January I, 1987. 

A person shall be deemed to be a "beneficial owner" of any Votrng Stook: 

(i) 'khich such person or any of i1s Arfilintes or Associntcs beneficially owns, directly or 
indirectly, or; 

{ti) which such person or any of its Aftiliates or Associates has (aJ the right to acquire 
(whelhcr such right is exercisable immediately or only after the passage of ume), 
pursuant to any agrc:erncnt, am1ngcmcnt or understanding or upon the exercise of 
oonv<!rsion ri~hts, exchange rights, warrams or options, or otherwise, or (b} the right 
to vote pursuant to any agreement, arrangement or understanding; or 
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(iii) which is bene ficially O'-vned, directly or indirectly, by any 01her person wilh which 
such person or any of its Affiliates or Associates has any agreement, arrangement o r 
understanding for the purpose of acquiring, holding. voting or disposing of any 
sha~ of Voting Stock. 

For rhc purposet of determining whether a person is an lnreresced Shareholder the number of 
shares o f Voting Stock de..:med to be oulst.anding sh al I include oil shares or which ,;uch person 
is the beneficial owner in accordance w ith the foregoing defini1ion but shall not mcludc any 
other sha-res of Voting Stock wh ich may be issuable pursuant to any agreement, arrangc;mem or 
understanding, or upon l!.Xcrcise of conversion rights, warrants or options, or othcnvisc. 

The tom, "Continui ng Dirc<:tor'' means nny member of the Board of Directors of the 
Corporation who is unaffiliated with Lhe Interested S ha:reholdc:r and was a member or the 
Board of Directors prior lo the time that the lnterested Shartholder became an Interested 
Shareholder, :ind any successor of a Continuing Di-rector who is unaffiliated with the Interested 
Shareholder and 1s rc:commendc:d to suc.cce<l a Continuing Director by a majority of Continuing 
Directors then o n the Board of Directors. 

fne te:nn "Fair Market Vnlue" means (i) in the c;isc or stock, the highest closing sale.: price 
dunng the 30-<lay period immed iately prcccdin~ the date in question of a share of such stock 
on I.he Composite Tape for New York Stock Exchange-Listed Stocks, ()r, if such stock ,s nor 
quoted on the Composite Tape, on rhe New York Stock Exchange, or, if such stoek is not listed 
on 5uch Excha11ge, on the principal United States s<.'Curilies exchnngc n:gi:.tcrctl under the 
Securities Exchange Act of 1934, as amended, on which such stock is listed, or, if s11ch stock is 
not listed on any such exchange-, lhe highest c losing bid quotation with respect to a shan.: of 
such stock during the 30·day period prcc.eding the date in question on the National Association 
of Secunties Dealers, lnc. Automated Quotations Syst .zm or any system lh\/n in u~~. or if no 
c;uch quorations are av{lilable, the fair marker value o n the dme in question or a share of such 
stock as determined by the Continu ing Directors in e,ood faith; and (ii) in the case of property 
other than cash or s tock, lhe fair market value o f such property on lhc dare in question as 
dett:m,ined by a majori ty ofthc Continu ing Directors in good fahh . 

The tenn "Interested Share-holder'' shall mean any person (other than lhe Corporation or any 
Subsidiarv) who or which: 

(i) 1s tl1e beneficial owner, directly or indirectly, of more than 10% oft.he voting power 
of the outstn nding Voting Stock; or 

(ii) is an Affi liate of the Corporation and at any time wilhin the two-year penod 
immediately prior to the date in question was the beneficial owner, directly or 
indirectly, of I 0% or more of the voting power of 1he then out.st.anding Voting Srock; 
t)f 

(iii) is an 35signt.~ of or has otherwise succeeded to any shares of Voting Stock which 
were at any time w ithin the two-year period immediatdy prior to the date in question 
beneficially owned by any Interested Shareholder, if such assignment or succession 
shull have occurred in the course of a transaction or seritis of tmns.1-ction.\ not 
involving a public offering wi1hin lhc meaning or the Securities Acl of 1933, w. 
amended 
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The tenn "lnst1tutionnl Voting Stock" shall mean nny class of Voting Stock which w~ is!>ucd 
to and continues to be held solely by one or more insurance companies.. pension funds 
commcrciol banks, savin~ banks or similar financial institutions or insututional invc:!>lOrs. 

·1 he tcm1 "person" shall mean any individual, l'inn, corpor:uion or other entity. 

fhe term "SubsidiOJ')" shall mean any corporation of which a maJOnl)' of an) class of equ1t~ 
sccunt) is owned, directly or indirectly, by the corporation; providi:d, l1owewr, 1hut for the 
purposes of the definition of lntcrc.-sted Shareholder sci fonh above, 1hc 1erm "Subsidiary" !>holl 
mean only u corpornticm of which a majority of each c lass of equ11:y ,;ccurity is o,i.11cd. directly 
or indirectly, by the Corporation. 

The tenn "Voting Stock" has the meaning ascribed to such tcmt i11 Ame le FlfTH. 

In the event of any Ousiness Combinarion in which the Corporation survives, the phra.c;c 
"considera11on other than cash 10 be received" as used in par.tgrophs 2(A) and 2(8) l>l 

suhdivi'iion (b) of this Anicle EIGHTH shall include the shares of Common Stod and/or the 
shares of any other clas:. of oulStanding Voting St0ck reta ined by the holders of such shares. 

(d) The Directors of the Corporntion shall have the power and dury to de,enmne for the purposes 
or this Anicle EIGH fH, on the bnsis of infonn:mon known to them ofter r~"U.Sonablc inquiry. 
(A) whether II person 1s an lnlerestcd Shareholder, (B) the number of shares of Voting Stoel. 
beneficially owned by any person, (C) whether a pc;:rson is w1 Affiliate or Associ:ltc of another 
person, (D) whetht.'I' a class of Vo1ing Stock is Institutional Voting Stock, and (I:.) wheth~r 1hc 
assets which are the i;ubJccl of any Ousincss Combination have, or the consideration to be 
n:ce1ved for the 1ssun11ce or transfer of securiLics by the Corpora11on or ony Subsidiary in any 
Busmes:. Cotnbination has, an aggregate rair Mnrkec Value of SI 0,000,000 or more. 

Noll1ing contained in 1his Article EIGHT! I shall be construed 10 relieve an) Interested 
Shareholder from an} liduciary obhgaLion imposed by law. 

Now, ilhstnndm& anything contoincd in thu~e Articles of tncorporntion to the contrary, the 
provisions of this Article EIGITTH ~ha ll nol be a ltered, amended or repealed. and no pro.,,ision 
inconsislL t 1hercw11h shall be included in these Articles of lncorporntion or the Oylaws ol the 
Corporation, without the affinnacive vote of the holders of at least e ighty percent (80%) of the 
voting power of aU of the shares of the Voting Stock, voting together as a singk class 
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BYLAWS 
OF 

AVISTA CORPORATION 
* * * * * 

ARTICLE l. 
Offices 

The principal office of the Corporation shall be in the City of Spokane, Washington. The 
Corporation may have such other offices, either within or without the State of Washington, as the 
Board of Directors may designate from time to time. 

ARTICLE Il. 
Shareholders 

Section 1. Annual Meeting. The Annual Meeting of Shareholders shall be held on such 
date in the month of May in each year as determined by the Board of Directors for the purpose of 
electing directors and for the transaction of such other business as may come before the meeting. 
If the day fixed for the Annual Meeting shall be a legal holiday, such meeting shall be held on the 
next succeeding business day. 

Section 2. Special Meetings. Special meetings of the shareholders may be called by the 
President, the Chairman of the Board the majority of the Board of Directors, or the Executive 
Committee of the Board, and shall be called by the President at the request of the holders of not 
less than two-thirds (2/3) of the voting power of all shares of the voting stock voting together as a 
single class. Only those matters that are specified in the call of or request for a special meeting 
may be considered or voted at such meeting. 

Section 3. Place of ·Meeting. Meetings of the shareholders, whether they be annual or 
special, shall be held at the principal office of the Corporation, unless a place, either within or 
without the state, is otherwise designated by the Board of Directors in the notice provided to 
shareholders of such meetings. 

Section 4. Notice of Meeting. Written or printed notice of every meeting of 
shareholders shall be mailed by the Corporate Secretary or any Assistant Corporate Secretary, not 
less than ten (10) nor more than fifty (50) days before the date of the meeting, to each holder of 
record of stock entitled to vote at the meeting. The notice shall be mailed to each shareholder at 
his last known post oft.ice address, provided, however, that if a shareholder is present at a 
meeting, or waives notice thereof in writing before or after the meeting, the notice of the meeting 
to such shareholders shall be unnecessary. 

Section 5. Voting of Shares. At every meeting of shareholders each holder of stock 
entitled to vote thereat shall be entitled to, one vote for each share of such stock held in his name 
on the books of the Corporation, subject to the provisions of appLicable law, and may vote and 
otherwise act in person or by proxy. 



Section 6. Quornm. The holders of a majority of the number of outstanding shares of 
stock of the Corporation entitled to vote thereat, present in person or by proxy at any meeting, 
shall constitute a quorum, but less than a quorum shall have power to adjourn any meeting from 
time to time without notice. No change shall be made in this Section 6 without the affirmative 
vote of the holders of at least a majority of the outstanding shares of stock entitled to vote. 

Section 7. Closing of Transfer Books or F ixing of Record Date. For the purposes of 
determining shareholders entitled to .notice of or to vote at any meeting of shareholders or any 
adjournment thereof, or shareholders entitled to receive payment of any dividend, or in order to 
make a determination of shareholders for any other proper purpose, the Board of Directors of the 
Corporation may provide that the stock transfer books shall be closed for a stated period but not 
to exceed, in any case, fifty (50) days. If the stock transfer books shall be closed for the purpose 
of determining shareholders entitled to notice of or lo vote at a meeting of shareholders, such 
books shall be closed foT at least ten (10) days immediately preceding such meeting. In lieu of 
closing the stock transfer books, the Board of Directors may fix in advance a date as the record 
date for any such determination of sharehol.ders, such date in any case to be not more than 
seventy (70) days and, in case of a meeting of shareholders, not less than ten (10) days prior to 
the date on which the particular action, requiring such determination of shareholders, is to be 
taken. When a determination of shareholders enti tled lo vote at any meeting of shareholders has 
been made as provided in this section, such determination shall apply to any adjournment thereof. 

Section 8. Voting Record. Th~ officer or agent having charge of the stock transfer 
books for shares of the Corporation shall make, at least ten (10) days before each meeting of 
shareholders, a complete record of the shareholders entitled to vote at such meeting or any 
adjournment thereof: arranged in alphabetical order, with the address of and the number of shares 
held by each, which record, for a period of ten (10) days prior to such meeting, shall be kept on 
file at the registered office of the Corporation. Such record shall be produced and kept open at 
the time and place of the meeting and shall be subject to the inspection of any shareholder during 
the whole time of the meeting for the purposes thereof. 

Section 9. Conduct of Proceedings . The Chairman of the Board shall preside at aJI 
meetings of the shareholders. In the absence of the Chai1man, the President shall preside and in 
the absence of both, the Executive Vice President shall preside. The members of the Board of 
Directors present at the meeting may appoint any officer of the Corporation or member of the 
Board to act as Chairman of any meeting in the absence of the Chairman, the President, or 
Executive Vice President. The Corporate Secretary of the Corporation, or in his absence, an 
Assistant Corporate Secretary, shall act as Secretary at all meetings of the shareholders. In the 
absence of the Corporate Secretary or Assistant Corporate Secretary at any meeting of the 
shareholders, the presiding officer may appoint any person to act as Secretary of the meeting. 

Section 10. Proxies. Al all meetings of shareholders, a shareholder may vote in person 
or by proxy. A shareholder or the shareholder's duly authorized agent or attorney-in-fact may 
appoint a proxy by (i) executing a proxy in ,¥:riting or (ii) transmitting or authorizing the 
transmission of an electronic proxy in any manner permitted by law. Such proxy shall be filed 
with the Corporate Secretary of the Corporation before or at the time of the meeting. 
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Section 11. Advance Notice of Business to he Presented at Annual Meeting. (a) 
Shareholders may propose business to be brought before the Annual Meeting of Shareholders 
only if (i) such business is a proper matter for shareholder action W1der the Washington Business 
Corporation Act and (ii) the shareholder bas given timely notice in proper written form of such 
shareholder's intent to propose such business; (b) to be timely, a shareholder's notice relating to 
the Annual Meeting shall be delivered to the Corporate Secretary at the principal executive 
offices of the Corporation not less than 120 or more than 180 days prior to the fu-st anniversary 
(the "Anniversary") of the date on which the Corporation first mailed its proxy materials for the 
preceding year' s Annual Meeting of Shareholders. However, if the date of the Annual Meeting is 
advanced more than 30 days prior to or delayed by more than 30 days after the Anniversary of the 
preceding year' s Annual Meeting, then notice by the shareholder to be timely must be delivered 
to the Corporate Secretary at the principal executive offices of the Corporation not later than the 
close of business on the later of (i) the 90th day prior to such Annual Meeting or (ii) the 15°

1 
day 

fo l lowing the day on which public announcement of the date of such meeting is first made. In no 
event shall an adjournment of an Annual Meeting, or any announcement or notice of such an 
adjourm11ent, commence a new time period for the giving of a sba.reholder' s notice as set forth 
above; (c) to be in proper form a shareholder's notice to the Corporate Secretary shall be in 
writing and shall set forth (i) the name and address of the shareholder who intends to make the 
proposal and the classes and numbers of shares of the Corporation's capital stock owned of 
record by such shareholder, (ii) a representation that the shareholder intends to vote such stock at 
such meeting, (iii) a description of the business the shareholder intends to bring before the 
meeting, including such infonnation as would be required to be included in a proxy statement 
filed pursuant to Regulation 14A promulgated by the Securities and Exchange Commission 
pursuant to the Securities Exchange Act of 1934, as amended (the 'Exchange Act"), had the 
matter been proposed, or intended to be proposed, by the Board of Directors of the Corporation, 
(iv) the name and address of any beneficial owner(s) of the Corporation ' s stock on whose behalf 
such business is to be presented and the class and number of shares beneficially owned by each 
such beneficial owner (beneficial ownership to be determined pursuant to Rule I3d-3 under the 
Exchange Act) and (v) any material interest in such business of such shareholder or any such 
beneficial owner; ( d) only such business as shall have been brought before the meeting in 
accordance with the procedures set forth in this Section 11 shall be conducted at an Annual 
Meeting of Shareholders. The Chainnan of the meeting shall have the power and the duty to 
determine whether any business proposed to be brought before a meeting was proposed i1J 
accordance with the procedures set forth in this Section l l , and, if any business is not in 
compliance with this Section, to declare that such defective proposal shall be disregarded. The 
determination of the Chairman shall be conclusive; (e) notwithstanding the foregoing provisions 
of this Section 11 , a shareholder shall also comply with all applicable requirements of the 
Exchange Act and the rules and regulations thereunder with respect to the matters set fo rth in this 
Section 11. Nothing jn Uus Section shall be deemed to expand or diminish any rights of a 
shareholder under Rule l 4a-8 m1der the Exchange Act, or any successor rule to request inclusion 
of a proposal in the Corporation 's proxy statement or to present for action at an Annual Meeting 
any proposal so included; and (f) only such business as shall have been brought before the 
meeting pursuant to the Corporation's notice of meeting shall be conducted at a special meeting 
of shareholders. 
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ARTICLE ID. 
Board of Directors 

Section 1. Genera] Powers. The powers of the Corporation shall be exercised by or 
under the authority of the Board of Directors, except as otherwise provided by the laws of the 
State of Washington and the A1ticles of Incorporation. 

Section 2. Number, Tenure and Eligibility. The nwnber of Directors of the 
Corporation shall be as fixed from time to time by resolution of the Board of Djrectors, but shall 
not be more than eleven (11 ); provided, however, that if the right to elect a majority of the Boa.rd 
of Directors shall have accmed to the holders of the PreferTed Stock as provided in paragraph (1) 
of subdivision U) of Article THIRD of the Aliicles of Incorporation, then, during such period as 
such holders shall have such right, the number of directors may exceed eleven (1 l). At each 
Annual Meeting of Shareholders, all directors shall stand for election each year for a tenn of 
office to expire at the next succeeding Annual Meeting of Shareholders after their election. 
Notwithstanding the foregoing, directors e lected by lhe holders of the Preferred Stock in 
accordance with paragraph ( 1) of subdivision U) of Article THIRD of the Articles of 
Incorporation shall be elected for a term, which shal I expire not later than the next Annual 
Meeting of Shareholders. AIJ directors shall hold office until the expiration of their tenu of 
office and until their successors shall have been elected and qualified. No person may be elected 
or re-elected as a director if at the time of their election or re-election, such person shall have 
attained the age of seventy (70) years. Any director who attains such age while in office shall 
retire from the Board of Directors effective at the Almual Meeting of Shareholders held in the 
year in which their then current term expires, and any such director shall not be nominated or re­
elected as a director. 

Section 3. Regular Meetings. The regular Annual Meeting of the Board of Directors 
shall be held immediately following the adjournment of the Annual Meeting of the shareholders 
or as soon as practicable after said Annual Meeting of Shareholders. But, in any event, said 
regular Annual Meeting of the Board of Directors must be held on either the same day as the 
Annual Meeting of Shareholders or the next business day following said Annual Meeting of 
Shareholders. At such meeting the Board of Directors, including directors newly elected, shall 
organize itself for the coming year, shall elect officers of the Corporation for the ensujng year, 
and shall transact aH such further business as may be necessary or appropriate. The Board shall 
hold regular quarterly meetings, without call or notice, on such dates as determined by the Board 
of Directors. At such quarterly meetings the Board of Directors shall transact all business 
properly brought before the Board. 

Section 4. Special Meetings. Special meetings of the Board of Directors may be called 
by or at the request of the Chairman of the Board, the President, the Executive Vice President, 
the Lead Director or any three (3) directors. Notice of any special meeting shall be given to each 
director at least two (2) days in advance of the meeting. 

Section S. Emergency Meetings. Tn the event of a catastrophe or a disaster causing the 
mJury or death to members of the Board of Directors and the principal officers of the 
Corporation, any director or officer may call an emergency meeting of the Board of Directors. 
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Notice of the time and place of the emergency meeting shall be given not less than two (2) days 
prior to the meeting and may be given by any available means of com:muuication. The director or 
directors present at the meeting shall constitute a quorum for the purpose of filling vacancies 
detennined to exist. The directors present at the emergency meeting may appoint such officers as 
necessary to fill any vacancies determined to exist. All appointments under this section shall be 
temporary until a special meeting of the sbareholders and diJectors is held as provided in these 
Bylaws. 

Section 6. Conference by Telephone. The members of the Board of Directors, or of 
any committee created by U1e Board, may participate in a meeting of the Board or of the 
committee by means of a conference telephone or similar communication equipment by means of 
which all persons participating in the meeting can hear each other at the same time. Participation 
in a meeting by such means shall constitute presence in person at a meeting. 

Section 7. Quorum. A majority of the nwnber of directors shaLI constitute a quorwn for 
the transaction of business at any meeting of the Board of Directors. The action of a majority of 
the directors present at a meeting at which a quo.rum is present shall be the action of the Board. 

Section 8. Action Without a Meeting. Any action required by law to be taken at a 
meeting of the directors of the Corporation, or any action which may be taken at a meeting of the 
directors or of a committee, may be taken without a meeting if a consent in writing, setting forth 
the action so taken, shall be signed by all of the directors, or all of the members of the committee, 
as the case may be. Such consent shaU have the same effect as a unanimous vote. 

Section 9. Vacancies. Subject to the provisions of paragraph (1) of subdivision (j) of 
Article THIRD of the Articles of Incorporation, (a) any vacancy occurring in the Board of 
Directors may be filled by the affirmative vote of a majority of the remaining directors though 
less than a quorum of U1e Board of Directors and any director so elected to fill a vacancy shall be 
elected for the unexpired term of his or her p redecessor in office and (b) any directorship to be 
filled by reason of an increase in the number of directors may be filled by the Board of Directors 
for a tenn of office continuing only ui1til the next election of directors by the shareholders. 

Section 10. Resignation of Director. Any director or member of any committee may 
resign at any time. Such resignation shall be made in writing and shall take effect at the time 
specified therein. If no time is specified, it shall take effect from the time of its receipt by the 
Corporate Secretary, who shall record such resignation, noting the day, hour and minute of its 
reception. The acceptance of a resignation shall not be necessary to make it effective. 

Section 11. Removal. Subject to the provisions of paragraph (1) of subdivision (j) of 
Article THIRD of the Articles of Incorporation, any director may be removed from office at any 
time, but only for cause and only by the affirmative vote of the holders of at least a majority of 
the voting power of all of the shares of capital stock of the Corporation entitled generally to vote 
in the election of directors voting together as a single class, at a meeting of shareholders called 
expressly for that purpose. No decrease in the nwnber of directors constituting the Board of 
Directors shall shorten the term of any incumbent director. 
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Section 12. Order of Business. The Chairman of the Board shall preside at all meetings 
of the directors. In the absence of the Chairman, the otiicer or member of the Board designated 
by tbe Board of Directors shall preside. At meetings of the Board of Directors, business shall be 
transacted in such order as the Board may determine. Minutes of all proceedings of the Board of 
Di.rectors, or committees appointed by it, shall be prepared and maintained by the Corporate 
Secretary or an Assistant Corporate Secretary and the original shall be maintained in the principal 
office of the Corporation. 

Section 13. Nomination of Directors. Subject to the provisions of paragraph (1) of 
subdivision G) of A.tticle THIRD of the Articles of Incorporatio~ nominations for the election of 
directors may be made by the Board of Directors, or a nominating committee appointed by the 
Board of Di1·ectors, or by any holder of shares of the capital stock of the Corporation entitled 
generally to vote in the election of directors (such stock being hereinafter in this Section called 
"Voting Stock"). However, any bolder of shares of the Voting Stock may nominate one or more 
persons for election as directors at a meeting only if written notice of such shareholder's intent to 
make such nomination or nominations has been given, either by personal delivery or by United 
States mail, postage prepaid, to the Corporate Secretary not later than (i) with respect to an 
election to be held at an Annual Meeting of Shareholders, ninety (90) days in advance of such 
meeting and (ii) with respect to an election to be held at a special meeting of shareholders for the 
election of directors, the close of business on the seventh day following the date on which notice 
of such meeting is first given to shareholders. Each such notice shall set forth: (a) the name and 
address of the shareholder who intends to make the nomination and of the person or persons to 
be nominated; (b) a representation that such shareholder is a holder of record of shares of lhe 
Voting Stock of the Corporation and intends to appear in person or by proxy at the meeting to 
nominate the person or persons identified in the notice~ (c) a description of all arrangements or 
understandings between such shareholder and each nomjnee and any other person or persons 
(naming such person or persons) pmsuant to which the nom.ination or nominations are to be 
made by such shareholder; (d) such other information regarding each nominee proposed by such 
shareholder as would be required to be included in a proxy statement under the Securities 
Exchange Act of 1934, as amended, and the rules and regulations thereunder (or any subsequent 
revisions replacing such Act, rules or regulations) if the nominee(s) had been nominated, or were 
intended to be nominated by the Board of Directors; and (e) the consent of each nominee to 
serve as a Director of the Corporation if so elected. The Chairman of the meeting may refuse lo 
acknowledge the nomination of ru1y person not made in compliance with the foregoing 
procedure. 

Section 14. Presumption of Assent. A director of the Corporation who is present at a 
meeting of the Board of Directors, or of a committee thereof, at which action on any corporate 
matter is taken, shall be presumed to have assented to the action unless his dissent shal l be 
entered in the minutes of the meeting or unless he shall file his Wtitten dissent to such action with 
the person acting as the Secretary of the meeting before the adjournment thereof or shaU forwru·d 
such dissent by registered mail to the Corporate Secretary of the Corporation inunediately after 
the adjournment of the meeting. Such right to dfasent shall not apply to a director who voted in 
favor of such action. 
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ARTICLE JV. 
Executive Committee 

and 
Additional Committees 

Section 1. Appointment. The Board of Directors, by resolution adopted by a majority 
of the Board, may designate three or more of its members to constitute an Executive Committee. 
The designation of such committee and the delegation thereto of authority shall not operate to 
relieve the Board of Directors, or any member thereof, of any responsibility imposed by law. 

Section 2. Authority. The Executive Committee, when the Board of Directors is not in 
session, shall have and may exercise all of the authority of the Board of Directors including 
authority to authorize distributions or the issuance of shares of stock, except to the extent, if any, 
that such authority shall be limited by the resolution appointing the Executive Committee or by 
law. 

Section 3. Tenure. Each member of the Executive Committee shall hold office untiJ the 
next regular Annual Meeting of the Board of Directors following his designation and until bis 
successor is designated as a member of the Executive Committee. 

Section 4. Meetings. Regular meetings of the Executive Committee may be held 
without notice at such times and places as the Executive Conunittee may fix from time to time by 
resolution. Special meetings of the Executive Committee may be called by any member thereof 
upon not less than two (2) days notice stating the place, date and hour of the meeting, which 
notice may be written or oral. Any member of the Executive Committee may waive notice of any 
meeting and no notice of any meeting need be given to any member thereof who attends in 
person. 

Section 5. Quorum. A majolity of the members of the Executive Committee shall 
constitute a quorum for the transaction of business at any meeting thereof. Actions by the 
Executive Committee must be authorized by the affirmative vote of a majority of the appointed 
members of the Executive Committee. 

Section 6. Action Without a Meeting. Any action required or permitted to be taken by 
the Executive Committee at a meeting may be taken without a meeting if a consent in writing, 
setting forth the action so taken, shaU be signed by all of the members of the Executive 
Committee. 

Section 7. P1·ocedore. The Executive Committee shall select a presiding officer from its 
members and may fix its own rules of procedure, which shall not be inconsistent with these 
Bylaws. It shall keep regular minutes of its proceedings and report the same to the Board of 
Directors for its .information at a meeting thereof held next after the proceedings shal l have been 
taken. 

Section 8. Committees Additional to Executive Committee. The Board of Directors 
may, by resolution, designate one or more other committees, each such committee to consist of 
two (2) or more of the directors of the Corporation. A majority of the members of any such 
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committee may determine its action and fix tbe time and p'lace of its meetings unless the Board of 
Directors shall otherwise provide. 

ARTICLE V. 
Officers 

Section 1. Number. The Board of Directors shall appoint one of its members Chairman 
of the Board. The Board of Directors shall aJso appoint a Chief Executive Officer and a 
President, one of whom may also serve as Chairman, one or more Vice Presidents, a Corporate 
Secretary, and a Treasurer. The Board of Directors may from time to time appoint such other 
officers as the Board deems appropriate. The same person may be appointed to more than one 
office. The Chief Executive Officer shall have the authority to appoint such assistant officers as 
might be deemed appropriate. 

Section 2. Election and Term of Office. The officers of the Corporation shall be 
elected by the Board of Directors at the Annual Meeting of the Board. Each officer shall hold 
office until his successor shall have been duly elected and qualified. 

Section 3. Removal. Any officer or agent may be removed by the Board of Directors 
whenever in its judgment the best interests of the Corporation will be served thereby, but such 
removal shall be without prejudice to contract rights, if any, of the person so removed. Election 
or appointment of an officer or agent shall not of itself create contract rights. 

Section 4. Vacancies. A vacancy in any office because of death, resignation, removal, 
disqualification or otherwise may be filled by the Board of Directors for the unexpired portion of 
the term. 

Section 5. Powers and Duties. The officers sha11 have such powers and duties as 
usually pertain to their offices, except as modified by the Board of Directors, and shall have such 
other powers and duties as may from time to time be conferred upon them by the Board of 
Directors. 

ARTICLE VI. 
Contracts, Checks and Deposits 

Section 1. Contracts. The Board of Directors may authorize any officer or officers or 
agents, to enter into any contract or to execute and deliver any instrument in the name of and on 
behalf of the Corporation, and such authority may be general or confined to specific instances. 

Section 2. Checks/Drafts/Notes. All cbecks, drafts or other orders for the payment of 
money, notes or other evidences of indebtedness issued in the name of the Corporation shall be 
signed by such officer or officers, agent or agents of the Corporation and in such manner as shall 
from time to time be dete1mined by resolution of the Board of Directors. 

Section 3. Deposits. All funds of the Corporation not otherwise employed shall be 
deposited from time to time to tbe credit of the Corporation in such banks, trust companies or 
other depositories as the Board of Directors by resolution may select. 
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ARTICLE VII. 
Certificates for Shares and Their Transfer 

Section 1. Certificates for Shares. Ce1tificates representing shares of the Corporation 
shall be in such form as shall be determined by the Board of Directors and shall contain sucb 
information as prescribed by law. Such certificates shaU be signed by the President or a Vice 
President and by either the Corporate Secretary or an Assistant Corporate Secretary, and sealed 
with the corporate seal or a facsimile thereof. The signatures of such officers upon a certificate 
may be facs.imiles. The name and address of the person to whom the shares represented thereby 
are issued, with the number of shares and date of issue, shall be entered on the stock lrnnsfer 
books of the Corporation. All certificates srnTendered to the Corporation for transfer shall be 
cancelled and no new certificate shall be issued until the fonner ce1tificate for a like number of 
shares shall have been suffendered and cancelled, except that in case of a lost, destroyed or 
mutilated certificate a new one may be issued therefor upon such terms and indemnity lo the 
Corporation as the Board of Directors may prescribe. 

Section 2. Transfer of Shares. Transfer of shares of the Corporation shaU be made only 
on the stock transfer books of the Corporatio n by the holder of record thereof or by his legal 
representative, who shall furnish proper evidence of authority to transfer, or by his attorney 
thereunto authorized by power of attorney duJy executed and filed wjth the Corporate Secretary 
of the Corporation, and on surrender for cancellation of the certificate for such shares. The 
person in whose name shares stand on the books of the Corporation shall be deemed by the 
Corporation to be the owner thereof for all purposes. The Board of Directors shall have power to 
appoint one or more transfer agents and registrars fm transfer and registration of certificates of 
stock. 

ARTICLE VIll. 
Corporate Seal 

The seal of the Corporation shall be in such form as the Board of Directors shall 
prescribe. 

ARTICLE IX. 
Indemnification 

Section 1. Indemnification of Directors and Officers. The Corporation shall 
indemnify and reimburse the expenses of any person who is or was a director, officer, agent or 
employee of the Corporation or is or was serving at the request of the Corporation as a director. 
officer, partner, trustee, employee, or agent of another enterprise or employee benefit plan to the 
extent permitted by and in accordance with Atticle SEVENTH of the Company's Articles of 
Incorporation and as permitted by law. 

Section 2. Liability Insurance. The Corporation shall have the power to purchase and 
maintain insurance on behalf of any person who is or was a director, officer, employee, or agent 
of the Corporation or is or was serving at the request of the Corporation as a director, officer, 
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employee or agent of another corporation, partnership, joint venture, trust, other enterprise, or 
employee benefit plan against any liability asserted against h.im and incurred by him in any such 
capacity or arising out of his status as such, whether or o.ot the Corporation would have the 
power to indemnify him against such ljability under the laws of the State of Washington. 

Section 3. Ratification of Acts of Director, Officer or Shareholder. Any transaction 
questioned in any sharebolders1 derivative sujt on the ground of lack of authority, defective or 
irregular execution, adverse interest of director, officer or shareholder, nondisclosure, 
miscomputation, or the application of improper principles or practices of accounting may be 
ratified before or after judgment, by the Board of Directors or by the shareholders in case less 
than a quorum of directors are qualified; and, if so ratified, shall have the same force and effect 
as if the questioned transaction had been originally duly author ized, and said ratification shall be 
binding upon the Corporation and its shareholders and shall constitute a bar to any claim or 
execution of any judgment in respect of such questioned transaction. 

ARTICLEX. 
Amendments 

Except as to Section 6 of Article Il of these Bylaws, the Board of Directors may alt.er or 
amend these Bylaws at any meeting duly held, the notice of which includes notice of the 
proposed amendment. Bylaws adopted by the Board of Directors shaU be subject to change or 
repeal by the shareholders; provided, however, that Section 2 of Article III, (other than the 
provision thereof specifying the number of Directors of the Corporation), and Sections 9, 11 and 
13 of Article Ill and this proviso shall not be altered, amended or repealed, and no provision 
inconsistent therewith or herewith shall be included in these Bylaws, without the affirmative 
votes of the holders of at least eighty percent (80%) of the voting power of all the shares of the 
Voting Stock voting together as a single class. 

The undersigned hereby certifies that these Bylaws of A vista Corporation were adopted 
by the Board of Directors of the Corporation on May 13, 2011. 
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DEBT RESOLUTIONS 

February 6, 2015 

Mr. Anderson referred to action taken by the Board of Directors on August 11, 2011, to establish an 

authorized aggregate principal amount of debt securities by the Company. At that time, Mr. Anderson had referred 

to the action taken by the Board of Directors, by unanimous consent of Directors dated February 4, 2011, 

authorizing the issuance of debt securities. Specifically, he noted that the Board had authorized the issuance and 

sale by the Company of up to $300,000,000 in aggregate principal amount of debt securities and authorized the 

appropriate Officers of the Company to take any and all actions necessary, or appropriate to effect such issuance 

and sale, all subject to the further approval of certain matters by the Finance Committee. Mr. Anderson further 

noted that the Board of Directors adopted resolutions on August 11, 2011, to increase the aggregate principal 

amount of debt securities authorized from $300,000,000 to $450,000,000. He further noted that on May 12, 2011 

the Finance Committee had adopted resolutions specifying that the new debt securities would be bonds issued 

under the Mortgage and Deed of Trust, dated as of June 1, 1939, from the Company to Citibank, N.A., as Trustee, 

as amended and supplemented, and that such bonds would be sold in one or more public offerings or direct private 
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placements and, further, specifying limitations on the coupon rates on such bonds relative to their respective 

maturities.  

Mr. Anderson then stated that the Company had used $315,000,000 of the $450,000,000 aggregate principal 

authorized by issuing debt securities since February 4, 2011, which consists of $85,000.000 issued on December 

14, 2011, $80,000,000 issued on June 27, 2012, $90,000,000 issued on August 14, 2013, and $60,000,000 issued 

on December 18, 2014. He noted that, therefore, the remaining authorized but unissued amount is $135,000,000.  

Mr. Anderson explained that the Company has obligations to repay maturing debt that is currently 

outstanding, and that $90,000,000 of such debt would mature before December 31, 2017. He further explained that 

the Company may determine that it is appropriate to issue new debt to replace some or all of the maturing debt and 

that the Company’s financial forecast included such assumptions.  

Mr. Anderson also explained that the Company’s capital expenditure forecast for the period 2015 through 

2017 would depend on access to available sources of capital, and that the Company’s financial plans anticipate that 

a portion of the funding for capital expenditures would be provided by issuing additional amounts of debt 

securities.  
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He reported that current capital market conditions include an extended period of low long-term interest rates 

that may continue to provide the Company economic access to debt capital. He noted these conditions provide a 

favorable opportunity to issue debt securities and to invest in capital expenditures.  

He explained that, in light of the shrinking amount of authorized but unissued debt securities, expected 

reliance on debt as a source of funding for maturing debt requirements and for capital expenditures, and favorable 

capital market conditions, management recommends that aggregate principal amount of debt securities authorized 

be increased by $300,000,000, resulting in changing the amount authorized from $450,000,000 to $750,000,000. 

After discussion, the following preambles and resolutions were moved, seconded and unanimously adopted:  

WHEREAS, by unanimous consent of Directors dated February 4, 2011, this Board of Directors 

adopted resolutions authorizing the issuance and sale by the Company of up to $300,000,000 in 

aggregate principal amount of debt securities and authorized the appropriate Officers of the Company 

to take any and all actions necessary or appropriate to effect such issuance and sale, all subject to the 

further approval of certain matters by the Finance Committee (such Board resolutions being 

hereinafter called the "February 2011 Board Resolutions"); and 

 

WHEREAS, on May 12, 2011 the Finance Committee of this Board of Directors adopted resolutions 

specifying that the additional debt securities would be bonds issued under the Mortgage and Deed of 

Trust, dated as of June 1, 1939, from the Company to Citibank, N.A., as Trustee, as amended and 

supplemented, and that such bonds would be sold in one or more public offerings and/or private 

placement, and, further, specifying limitations on the coupon rates on such bonds relative to their 
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respective maturities (such resolutions of the Finance Committee being hereinafter called the “May 

2011 Finance Committee Resolutions”); and 

 

WHEREAS, on August 11, 2011 this Board of Directors adopted resolutions to increase the aggregate 

principal amount of debt securities heretofore authorized from $300,000,000 to $450,000,000 (such 

Board resolutions being hereinafter called the “August 2011 Board Resolutions”); and 

 

WHEREAS, $315,000,000 aggregate amount of debt securities have been issued under the authority 

of the February 2011 Board Resolutions and August 2011 Board Resolutions; and  

 

WHEREAS, $90,000,000 aggregate amount of debt securities are scheduled to mature before 

December 31, 2017; and  

 

WHEREAS, management deems it advisable, in light of the shrinking amount of authorized but 

unissued debt securities, expected reliance on debt as a source of funding for maturing debt 

requirements and for capital expenditures, and favorable capital market conditions, to increase the 

aggregate principal amount of debt securities heretofore authorized from $450,000,000 to 

$750,000,000; and 

 

NOW, THEREFORE, BE IT RESOLVED that the aggregate principal amount of debt securities 

authorized for issuance and sale by the Company be and it hereby is increased from $450,000,000 to 

$750,000,000; that the February 2011 Board Resolutions and the May 2011 Finance Committee 

Resolutions and the August 2011 Board Resolutions be and they hereby are amended to reflect such 

increase in the aggregate principal amount authorized to $750,000,000; and that, except for such 

increase, the February 2011 Board Resolutions and the May 2011 Finance Committee Resolutions and 

the August 2011 Board Resolutions, and the authority granted thereby, are hereby in all respects 

confirmed; and  

 

BE IT RESOLVED FURTHER that, without limiting the generality of the foregoing, the appropriate 
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Officers are hereby authorized to cause the Company to issue up to $750,000,000 in aggregate 

principal amount of debt securities for the purposes and within the limitations set forth herein and in 

the February 2011 Board Resolutions and the May 2011 Finance Committee Resolutions.  
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CONDENSED CONSOLIDATED BALANCE SHEETS 

Avista Corporation 

Dollars in thousands 

(Unaudited) 

 September 30,  December 31, 

 2017  2016 

Assets:    

Current Assets:    

Cash and cash equivalents $ 14,716   $ 8,507  

Accounts and notes receivable-less allowances of $4,838 and $5,026, respectively 125,595   180,265  

Regulatory asset for energy commodity derivatives 22,005   11,365  

Materials and supplies, fuel stock and stored natural gas 65,961   53,314  

Income taxes receivable 42,111   48,265  

Other current assets 46,246   49,625  

Total current assets 316,634   351,341  

Net Utility Property:    

Utility plant in service 5,686,633   5,506,499  

Construction work in progress 194,679   150,474  

Total 5,881,312   5,656,973  

Less: Accumulated depreciation and amortization 1,578,148   1,509,473  

Total net utility property 4,303,164   4,147,500  

Other Non-current Assets:    

Investment in affiliated trusts 11,547   11,547  

Goodwill 57,672   57,672  

Other property and investments-net and other non-current assets 80,022   72,224  

Total other non-current assets 149,241   141,443  

Deferred Charges:    

Regulatory assets for deferred income tax 123,449   109,853  

Regulatory assets for pensions and other postretirement benefits 230,988   240,114  

Other regulatory assets 129,112   135,751  

Regulatory asset for interest rate swaps 170,079   161,508  

Non-current regulatory asset for energy commodity derivatives 16,371   16,919  

Other deferred charges 13,194   5,326  

Total deferred charges 683,193   669,471  

Total assets $ 5,452,232   $ 5,309,755  

The Accompanying Notes are an Integral Part of These Statements. 



 

2 

CONDENSED CONSOLIDATED BALANCE SHEETS (continued) 

Avista Corporation 

Dollars in thousands 

(Unaudited) 

 September 30,  December 31, 

 2017  2016 

Liabilities and Equity:    

Current Liabilities:    

Accounts payable $ 72,777   $ 115,545  

Current portion of long-term debt and capital leases 277,626   3,287  

Short-term borrowings 106,298   120,000  

Energy commodity derivative liabilities 11,054   7,035  

Accrued interest 29,077   15,869  

Accrued taxes other than income taxes 34,520   33,374  

Deferred natural gas costs 34,399   30,820  

Current portion of pensions and other postretirement benefits 11,544   10,994  

Current interest rate swap derivative liabilities 34,520   6,025  

Other current liabilities 61,436   64,579  

Total current liabilities 673,251   407,528  

Long-term debt and capital leases 1,491,789   1,678,717  

Long-term debt to affiliated trusts 51,547   51,547  

Regulatory liability for utility plant retirement costs 284,263   273,983  

Pensions and other postretirement benefits 216,464   226,552  

Deferred income taxes 903,943   840,928  

Non-current interest rate swap derivative liabilities 1,330   28,705  

Other non-current liabilities, regulatory liabilities and deferred credits 158,699   153,319  

Total liabilities 3,781,286   3,661,279  

Commitments and Contingencies (See Notes to Condensed Consolidated Financial Statements)    

    

Equity:    

Avista Corporation Shareholders’ Equity:    

Common stock, no par value; 200,000,000 shares authorized; 64,414,572 and 

64,187,934 shares issued and outstanding as of September 30, 2017 and 

December 31, 2016, respectively 1,077,215 

 

 1,075,281 

 

Accumulated other comprehensive loss (7,020 )  (7,568 ) 

Retained earnings 600,132   581,014  

Total Avista Corporation shareholders’ equity 1,670,327   1,648,727  

Noncontrolling Interests 619   (251 ) 

Total equity 1,670,946   1,648,476  

Total liabilities and equity $ 5,452,232   $ 5,309,755  

The Accompanying Notes are an Integral Part of These Statements. 
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NOTE 11. COMMITMENTS AND CONTINGENCIES 

In the course of its business, the Company becomes involved in various claims, controversies, disputes and other contingent 

matters, including the items described in this Note. Some of these claims, controversies, disputes and other contingent matters 

involve litigation or other contested proceedings. For all such matters, the Company intends to vigorously protect and defend its 

interests and pursue its rights. However, no assurance can be given as to the ultimate outcome of any particular matter because 

litigation and other contested proceedings are inherently subject to numerous uncertainties. For matters that affect Avista 

Utilities’ or AEL&P's operations, the Company intends to seek, to the extent appropriate, recovery of incurred costs through the 

ratemaking process. 

California Refund Proceeding 

In February 2016, APX, a market maker in the California Refund Proceedings in whose markets Avista Energy participated in 

the summer of 2000, asserted that Avista Energy and its other customer/participants may be responsible for a share of the 

disgorgement penalty APX may be found to owe to the California Parties (as defined in the 2016 Form 10-K). The penalty 

arises as a result of the Federal Energy and Regulatory Commission's (FERC) finding that APX committed violations in the 

California market in the summer of 2000. APX is making these assertions despite Avista Energy having been dismissed in 

FERC Opinion No. 536 from the on-going administrative proceeding at the FERC regarding potential wrongdoing in the 

California markets in the summer of 2000. APX has identified Avista Energy’s share of APX’s exposure to be as much as $16.0 

million even though no wrongdoing allegations are specifically attributable to Avista Energy. Avista Energy believes its 2014 

settlement with the California Parties insulates it from any such liability and that as a dismissed party it cannot be drawn back 

into the litigation. Avista Energy intends to vigorously dispute APX’s assertions of indirect liability, but cannot at this time 

predict the eventual outcome. 

Cabinet Gorge Total Dissolved Gas Abatement Plan 

Dissolved atmospheric gas levels (referred to as "Total Dissolved Gas" or "TDG") in the Clark Fork River exceed state of Idaho 

and federal water quality numeric standards downstream of Cabinet Gorge particularly during periods when excess river flows 

must be diverted over the spillway. Under the terms of the Clark Fork Settlement Agreement (CFSA) as incorporated in Avista 

Corp.’s FERC license for the Clark Fork Project, Avista Corp. has worked in consultation with agencies, tribes and other 

stakeholders to address this issue. Under the terms of a gas supersaturation mitigation plan, Avista is reducing TDG by 

constructing spill crest modifications on spill gates at the dam, and the Company expects to continue spill crest modifications 

over the next several years, in ongoing consultation with key stakeholders. Avista Corp. cannot at this time predict the outcome 

or estimate a range of costs associated with this contingency; however, the Company will continue to seek recovery, through the 

ratemaking process, of all operating and capitalized costs related to this issue. 

Fish Passage at Cabinet Gorge and Noxon Rapids 

In 1999, the United States Fish and Wildlife Service (USFWS) listed bull trout as threatened under the Endangered Species Act. 

In 2010, the USFWS issued a revised designation of critical habitat for bull trout, which includes the lower Clark Fork 

River. The USFWS issued a final recovery plan in October 2015. 

The CFSA describes programs intended to help restore bull trout populations in the project area. Using the concept of adaptive 

management and working closely with the USFWS, the Company evaluated the feasibility of fish passage at Cabinet Gorge and 

Noxon Rapids. The results of these studies led, in part, to the decision to move forward with development of permanent 

facilities, among other bull trout enhancement efforts. Parties to the CFSA have agreed to finalize the design of a fishway and 

plan its construction. Final design and construction costs are expected in late 2017 or early 2018. The Company believes its 

ongoing efforts through the CFSA continue to effectively address issues related to bull trout. Avista Corp. cannot at this time 

predict the outcome or estimate a range of costs associated with this contingency; however, the Company will continue to seek 

recovery, through the ratemaking process, of all operating and capitalized costs related to fish passage at Cabinet Gorge and 

Noxon Rapids. 

Legal Proceedings Related to the Pending Acquisition by Hydro One 

See Note 13 for information regarding the proposed acquisition of the Company by Hydro One. 
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In connection with the proposed acquisition, as of the date of this quarterly report, three lawsuits have been filed in the United 

States District Court for the Eastern District of Washington, captioned as follows: 

•  Jenβ v. Avista Corporation., et al.,No. 2:17-cv-00333 (E.D. Wash.) (filed September 25, 2017); 

•  Samuel v. Avista Corporation, et al., No. 2:17-cv-00334 (E.D. Wash.) (filed September 26, 2017); and 

•  Sharpenter v. Avista Corporation., et al., No. 2:17-cv-00336 (E.D. Wash.) (filed September 26, 2017) 

In addition one lawsuit has been filed in the Superior Court for the State of Washington in and for Spokane County, captioned 

as follows: 

•  Fink v. Morris, et al., No. 17203616-6 (filed September 15, 2017, amended complaint filed October 25, 2017). 

These lawsuits were filed against Avista Corporation, Hydro One Limited, Olympus Holding Corp. and Olympus Corp., as well 

as all members of the Company's Board of Directors, namely Erik Anderson, Kristianne Blake, Donald Burke, Rebecca Klein, 

Scott Maw, Scott Morris, Marc Racicot, Heidi Stanley, John Taylor and Janet Widmann, except that in Fink, Avista Corporation 

is not named and Bank of America Merrill Lynch is named as a defendant, and in the Jenβ and Samuelson cases Hydro One 

Limited, Olympus Holding Corp., and Olympus Corp. are not named as defendants. 

The complaints generally allege, among other things, that the members of the Board breached their fiduciary duties by, among 

other things, conducting an allegedly inadequate sale process and agreeing to the acquisition at a price that allegedly 

undervalues Avista Corporation, and that Hydro One Limited, Olympus Holding Corp., and Olympus Corp. aided and abetted 

those purported breaches of duty. The aiding and abetting claims in Fink and Sharpenter were brought only against Hydro One 

Limited, Olympus Holding Corp. and Olympus Corp. The complaints also allege misstatements and omissions of material facts 

in the Company's proxy soliciting materials relating to the special meeting of shareholders to be held November 21, 2017 to 

approve the acquisition. The complaints seek various remedies, including an injunction against the acquisition and monetary 

damages, including attorneys’ fees and expenses. 

All defendants deny any wrongdoing in connection with the proposed acquisition and plan to vigorously defend against all 

pending claims; however, the Company cannot at this time predict the eventual outcome. 

Interest Rate Swaps included in the 2017 Washington General Rate Cases 

On October 27, 2017, UTC Staff and other parties to Avista Corp.'s electric and natural gas general rate cases filed their 

testimony. These parties recommended lower revenue requirements than what was proposed in Avista Corp.'s original filings. 

Additionally, the UTC Staff recommended the disallowance of the Washington portion of the Company's 2016 settled interest 

rate swaps. The total amount of the 2016 settled interest rate swaps was $54.0 million, with approximately 60 percent of this 

total being allocated to Washington. 

In addition to the settled interest rate swaps from 2016, the Company has a net regulatory asset of $8.8 million for interest rate 

swaps settled during the third quarter of 2017, and a net regulatory asset of $64.4 million for unsettled interest rate swaps as of 

September 30, 2017 related to forecasted debt issuances. Of those amounts, approximately 60 percent relate to Washington. If 

recovery of the 2016 settled interest rate swap payments referenced above is disallowed by the UTC, this could change the 

Company's current conclusion that settlement payments related to the 2017 settled interest rate swaps and the unsettled interest 

rate swaps are probable of recovery through rates. If the Company concluded that recovery of these swap related payments 

were no longer probable, the Company would be required to derecognize the related regulatory assets and liabilities with an 

adjustment through the income statement, and any subsequent gains and losses would be recognized through the income 

statement rather than recorded as a regulatory asset or liability. 

Interest rate swaps are a tool used throughout multiple industries to manage interest rate risk. They also provide certainty for 

future cash flows associated with future borrowings. Interest rate swap settlements have been included as a component of Avista 

Corp.’s cost of debt that has been approved by the UTC in past general rate cases. Accordingly, the Company still believes the 

interest rate swap payments are recoverable and will continue to work through the rate case process; however, the Company 

cannot predict the outcome of these rate cases and whether a disallowance will occur. 
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Other Contingencies 

In the normal course of business, the Company has various other legal claims and contingent matters outstanding. The 

Company believes that any ultimate liability arising from these actions will not have a material impact on its financial 

condition, results of operations or cash flows. It is possible that a change could occur in the Company’s estimates of the 

probability or amount of a liability being incurred. Such a change, should it occur, could be significant. See "Note 19 of the 

Notes to Consolidated Financial Statements" in the 2016 Form 10-K for additional discussion regarding other contingencies. 

 



CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

Avista Corporation 

Dollars in thousands, except per share amounts 

(Unaudited) 

 Three months ended September 30,  Nine months ended September 30, 

 2017  2016  2017  2016 

Operating Revenues:        

Utility revenues $ 291,640   $ 296,989   $ 1,030,906   $ 1,022,670  

Non-utility revenues 5,456   6,360   17,161   17,690  

Total operating revenues 297,096   303,349   1,048,067   1,040,360  

Operating Expenses:        

Utility operating expenses:        

Resource costs 108,568   118,737   376,905   390,271  

Other operating expenses 77,784   75,160   232,959   229,605  

Acquisition costs 6,730   —   8,004   —  

Depreciation and amortization 42,968   40,240   127,596   119,110  

Taxes other than income taxes 23,269   22,669   79,733   74,669  

Non-utility operating expenses:        

Other operating expenses 6,598   6,756   19,863   18,862  

Depreciation and amortization 137   193   482   573  

Total operating expenses 266,054   263,755   845,542   833,090  

Income from operations 31,042   39,594   202,525   207,270  

Interest expense 23,955   21,632   71,170   64,223  

Interest expense to affiliated trusts 216   164   601   456  

Capitalized interest (899 )  (507 )  (2,513 )  (2,258 ) 

Other income-net (1,841 )  (1,562 )  (6,598 )  (7,025 ) 

Income before income taxes 9,611   19,867   139,865   151,874  

Income tax expense 5,153   7,606   51,548   54,661  

Net income 4,458   12,261   88,317   97,213  

Net loss (income) attributable to noncontrolling interests (7 )  (27 )  21   (76 ) 

Net income attributable to Avista Corp. shareholders $ 4,451   $ 12,234   $ 88,338   $ 97,137  

Weighted-average common shares outstanding (thousands), 

basic 64,412 
 
 63,857 

 
 64,392 

 
 63,282 

 

Weighted-average common shares outstanding (thousands), 

diluted 64,892 

 

 64,325 

 

 64,638 

 

 63,687 

 

        
Earnings per common share attributable to Avista Corp. 

shareholders:        

Basic $ 0.07   $ 0.19   $ 1.37   $ 1.53  

Diluted $ 0.07   $ 0.19   $ 1.37   $ 1.53  

Dividends declared per common share $ 0.3575   $ 0.3425   $ 1.0725   $ 1.0275  

The Accompanying Notes are an Integral Part of These Statements. 

 



CONDENSED CONSOLIDATED STATEMENTS OF EQUITY 

Avista Corporation 

For the Nine Months Ended September 30 

Dollars in thousands 

(Unaudited) 

 2017  2016 

Common Stock, Shares:    

Shares outstanding at beginning of period 64,187,934   62,312,651  

Shares issued 226,638   1,869,836  

Shares outstanding at end of period 64,414,572   64,182,487  

Common Stock, Amount:    

Balance at beginning of period $ 1,075,281   $ 1,004,336  

Equity compensation expense 5,055   5,462  

Issuance of common stock, net of issuance costs 1,490   66,756  

Payment of minimum tax withholdings for share-based payment awards (3,420 )  (3,073 ) 

Purchase of subsidiary noncontrolling interests (1,191 )  —  

Balance at end of period 1,077,215   1,073,481  

Accumulated Other Comprehensive Loss:    

Balance at beginning of period (7,568 )  (6,650 ) 

Other comprehensive income (loss) 548   (949 ) 

Balance at end of period (7,020 )  (7,599 ) 

Retained Earnings:    

Balance at beginning of period 581,014   530,940  

Net income attributable to Avista Corporation shareholders 88,338   97,137  

Cash dividends paid on common stock (69,220 )  (65,172 ) 

Balance at end of period 600,132   562,905  

Total Avista Corporation shareholders’ equity 1,670,327   1,628,787  

Noncontrolling Interests:    

Balance at beginning of period (251 )  (339 ) 

Net income (loss) attributable to noncontrolling interests (21 )  76  

Purchase of subsidiary noncontrolling interests 891   —  

Balance at end of period 619   (263 ) 

Total equity $ 1,670,946   $ 1,628,524  

 



Exhibit L 
 
Secured-Rate Spreads 

 
The following are maximum total spreads for various maturities over the applicable benchmark treasury 
yield. As stated in Section 2 the Applicant requests authority to issue Debt Securities without further 
Commission approval if spreads exceed what is provided in this Exhibit, as long as the all in Coupon rate 
does not exceed 8.0 percent per annum. This is meant to provide additional flexibility in the event spreads 
widen when the Applicant decides to issue any debt. 
 

Debt Securities Maturity Period 
 
 

Maximum 
Spread Over 
Benchmark 

Treasury 
Yield 

Greater than Less than or equal to 
 (>) (≤) (bps) 

9M 1Y  185 
1Y  2Y  190 
2Y  3Y  195 
3Y  4Y  200 
4Y  5Y  205 
5Y  7Y  210 
7Y  8Y  215 
8Y  9Y  220 
9Y  10Y  230 

10Y  15Y  265 

15Y  20Y  240 
20Y  25Y  245 
25Y  30Y  245 
30Y Or more 255 

 
 
 
 
 
 
 

 

 
 
 

 



Exhibit M 
 
Unsecured Interest Rate Spreads 

 
The following are maximum total spreads for various maturities over the applicable benchmark treasury 
yield. As stated in Section 2 the Applicant requests authority to issue Debt Securities without further 
Commission approval if spreads exceed what is provided in this Exhibit, as long as the all in Coupon rate 
does not exceed 8.0 percent per annum. This is meant to provide additional flexibility in the event spreads 
widen when the Applicant decides to issue any debt. 

Debt Securities Maturity Period 

Maximum 
Spread Over 
Benchmark 

Treasury 
Yield 

Greater than Less than or equal to 
 (>) (≤) (bps) 

0Y 1Y  215 
1Y  2Y  220 
2Y  3Y  225 
3Y  4Y  230 
4Y  5Y  235 
5Y  7Y  240 
7Y  8Y  245 
8Y  9Y  250 
9Y  10Y  260 

10Y  15Y  295 

15Y  20Y  270 
20Y  25Y  275 
25Y  30Y  275 
30Y Or more 285 

 
 
 
 

 

 
 
 

 


